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design of aircraft, engines, spare parts, or equipment re
quired by the Navy, in bidding on such aircraft, engines, 
spare parts, or equipment, have named a price in excess of 
cost of production plus a reasonable profit, as provided in 
section 3 of this act. 

" The funds necessary for the enlargement and expansion 
of such existing plants and facilities now owned by the Gov
ernment for the construction and manufacture of naval 
aircraft, are hereby authorized to be appropriated." 

Amendments numbered 3 and 4: That the House recede 
from its disagreement to the amendments of the Senate 
numbered 3 and 4, and agree to the same with an amend
ment as follows: In lieu of the matter stricken out and in
serted by amendment numbered 3, and in lieu of the matter 
inserted by amendment numbered 4, insert the following: 

�~�'� Provided, That no contract shall be made by the Secre
tary of the Navy for the construction and/or manufacture 
of any complete naval vessel or aircraft, or any portion 
thereof, herein, heretofore, or hereafter authorized unless 
the contractor agrees--

"(a) To make a report, as hereinafter described, under 
oath, to the Secretary of the Navy upon the completion of 
the contract. 

"(b) To pay into the Treasury profit, as hereinafter pro
vided shall be determined by the Treasury Department, in 
excess of 10 percent of the total contract price, such amount 
to become the property of the United States: Provided, That 
if such amount is not voluntarily paid the Secretary of the 
Treasury may collect the same under the usual methods 
employed under the internal revenue laws to collect Fed
eral income taxes. 

"(c) To make no subdivisions of any contract or sub
contract for the same article or articles for the purpose of 
evading the provisions of this act, but any subdivision of 
any contract or subcontract involving an amount in 
excess of $10,000 shall be subject to the conditions herein 
prescribed. 

"(d) That the manufacturing spaces and books of its 
own plant, affiliates, and subdivisions shall at all times be 
subject to inspection and audit by any person designated by 
the Secretary of the Navy, the Secretary of the Treasury, 
and/or by a duly authorized committee of Congress. 

"(e) To make no subcontract unless the subcontractor 
agrees to the foregoing conditions. 

.. The report shall be in form prescribed by the Secretary 
of the Navy and shall state the total contract price, the cost 
of performing the contract, the net income, and the percent 
such net income bears to the contract price. A copy of such 
repart shall be transmitted to the Secretary of the Treasury 
for consideration in connection with the Federal income
tax returns of the contractor for the taxable year or years 
concerned. 

" The method of ascertaining the amount of excess profit 
to be paid into the Treasury shall be determined by the 
Secretary of the Treasury in agreement with the Secretary 
of the Navy and made available to the public. The method 
initially fixed upon shall be so determined on or before 
June 30, 1934: Provided, That in any case where an excess 
profit may be found to be owing to the United States in 
consequence hereof, the Secretary of the Treasury shall 
allow credit for any Federal income taxes paid or remain
ing to be paid upon the amount of such excess profit. 

"The contract or subcontracts referred to herein are lim
ited to those where the award exceeds $10,000." 

And the Senat.e agree to the same. 
PARK TRAMMELL, 
Mn.LARD E. TYDINGS, 
FREDERICK HALE, 
JESSE H. METCALF, 

Managers on the part of the Senate. 
CARL VINSON, 
P.H. DREWRY, 
STEPHEN W. GAMBRILL, 
FRED A. BRITTEN, 
GEORGE P. DARROW, 

Managers 01J- the part of the House. 

CLAIMS OF FOREIGN GOVERNMENTS AND THEIR NATIONALS 

The PRESIDING OFFICER (Mr. BARKLEY in the chair) 
laid before the Senate a message from the President of the 
United States, which was read, and, with the accompanying 
papers, ref erred to the Committee on Foreign Relations, as 
follows: 
To the Congress of the United States: 

I transmit herewith a report by the Secretary of State 
recommending the enactment of legislation for the purposes 
described therein. 

The recommendations of the Secretary of State have my 
approval, and I request the enactment of legislation for the 
purposes indicated in order that this Government may carry 
out the projects and meet the obligations outlined in the 
report. 

FRANKLIN D. ROOSEVELT. 
Tm: WmTE HousE, March 21, 1934. 
[Enclosure: Report of the Secretary of State.] 

RECESS 

Mr. ROBINSON of Arkansas. Mr. President, I move that 
the Senate take a recess until 12 o'clock noon tomorrow. 

The motion was agreed to; and (at 5 o'clock p.m.> the 
Senate took a recess until tomorrow, Thursday, March 22, 
1934. at 12 o'clock meridian. 

HOUSE OF REPRESENTATIVES 
WEDNESDAY, MARCH 21, 1934 

The House met at 12 o'clock noon. 
The Chaplain, Rev. James Shera Montgomery, D.D., offered 

the following prayer: 
Calmly, our souls look up to Thee, O God. We pray that 

Thou wouldst reveail unto us the riches unseen. Persuade 
us to realize that life does not consist in the things we 
possess but rather in the thoughts we think, the motives 
that sway our actions, the ideals toward which we press, and 
in the God, whom we make our own. Merciful Lord, always 
keep open the gates that we may front Thy stainless throne. 
Consider aind hear us, Almighty God; be at the conference 
table with our President these momentous days. May men 
not face one another with sullen eyes. Break down aJl bar
riers of differences and let there be no thought of faltering 
until there is born a new order of fraternity, good will, and 
brotherhood. Heavenly Father, regard us this daiy with 
favor and spare us from anything that might keep us from 
hearing and loving the divine strains, which breathe a 
heavenly melody into our souls. Amen. 

The Journal of the proceedings of yesterday was read and 
approved. 

MESSAGE FROM THE PRESIDENT 

A message in writing from the President of the United 
states was communicated to the House by Mr. Latta, one of 
his secretaries, who also informed the House that on the 
following dates the President approved and signed bills of 
the House of the following titles: 

On March 15, 1934: 
H.R. 7199. An act making appropriations for the NavY De

partment and the Naval Service for the fiscal year ending 
June 30, 1935, and for other purposes; and 

H.R. 7295. An act making appropriations for the Treasury 
and Post Office Departments for the fiscal year ending June 
30, 1935, and for other purposes. 

On March 16, 1934: 
H.R. 5632. An act to supplement and support the Migra

tory Bird Conservation Act by providing funds for the acqui
sition of areas for use as migratory-bird sanctuaries. refuges, 
and breeding grounds, for developing and administering such 
areas, for the protection of certain migratory birds, for the 
enforcement of the Migratory Bird Treaty Act and regu
lations thereunder, and for other purpases. 

MESSAGE FROM THE SENATE 

A message from the Senate, by Mr. Horne, its enrolling 
clerk, announced that the Senate had passed without amend
ment bills of the House of the following titles: 
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H.R. 2743. An act for the relief of William M. Stoddard; 
H.R. 3072. An act for the relief of Seth B. Simmons; 
H.R. 3554. An act for the relief of Pinkie Osborne; 
H.R. 5163. An act for the relief of Calvin M. Head; 
H.R. 5228. An act to authorize the payment of hospital 

and other expenses arising from an injury to Florence Glass; 
H.R. 5631. An act to authorize the Secretary of the Inte

rior to place with the Oklahoma Historical Society, at Okla
homa City, Okla., as custodian for the United States, certain 
records of the Five Civilized Tribes, and of other Indian 
tribes in the State of Oklahoma, under rules and regulations 
to be prescribed by him; 

H.R. 5745. An act granting abandoned public buildings 
and grounds at Sitka, Alaska, to the Territory of Alaska, 
and for other purposes; 

H.R. 6185. An act fixing the date for holding elections of 
a Delegate from Alaska to the House of Representatives and 
of members of the Legislature of Alaska; fixing the date on 
which the Legislature of Alaska shall hereafter meet; pre
scribing the personnel of the Territorial canvassing board, 
defining its duties, and for other purposes; and 

H.R. 7229. An act for the relief of the estate of Victor L. 
Berger, deceased. 

The message also announced that the Senate had passed, 
with amendments in which the concurrence of the House is 
requested, bills of the House of the following titles: 

H.R. 257. An act to authorize full settlement for profes
sional services rendered to an officer of the United States 
Army; and 

H.R. 7599. An act to provide emergency aid for the repair 
or reconstruction of homes and other property damaged by 
earthquake, tidal wave, flood, tornado, or cyclone in 1933 
and 1934. 

The message also announced that the Senate had agreed 
to a concurrent resolution of the House of the following 
titie: . 

H.Con.Res. 26. Concurrent resolution for appointment of 
a special congressional committee to make appropriate ar
rangements for the commemoration of the one hundredth 
anniversary of the death of General Lafayette. 

The message also announced that the Senate had passed 
bills and a joint resolution of the following titles, in which 
the concurrence of the House is requested: 

S. 60. An act for the relief of Richard J. Rooney; 
S.101. An act for the relief of Robert Gray Fry, deceased; 
S. 232. An act conferring jurisdiction upon the Court of 

Claims to hear, determine, and render judgment upon. the 
claim of Elmer E. Miller; 

S. 336. An act for the relief of Edward F. Gruver Co.; 
S. 365. An act for the relief of Archibald MacDonald; 
S. 411. An act for the relief of the International Manu

facturers' Sales Co. of America, Inc.; 
S. 770. An act for the relief of certain claimants who 

suffered loss by fire in the State of Minnesota during October 
1918; 

S. 791. An act for the relief of Elmer Blair; 
S. 895. An act for the relief of Thomas J. Gardner; 
S. 1100. An act to require the furnishing of heat in living 

quarters in the District of Columbia; 
S. 1361. An act for the relief of Obadiah Simpson; 
S. 1526. An act for the relief of Ann Engle; · 
S.1574. An act to provide a government for American 

Samoa; 
S. 1665. An act to provide for the establishment and main

tenance, under the Bureau of Mines, of a research station 
at Salt Lake City, utah; 

S. 1699. An act to prevent the loss of the title of the 
United States to lands in the Territories or territorial pos
sessions through adverse possession or prescription; 

S. 1758. An act for the relief of B. E. Dyson, former United 
States marshal, southern district of Florida; 

S. 1810. An act to amend the act authorizing the issuance 
of the Spanish War Service Medal; 

S. 1901. An act for the relief of William A. Delaney; 

S. 2026. An act providing for payment of $25 to each en
rolled Chippewa Indian of Minnesota from the funds stand
ing to their credit in the Treasury of the United States; 

S. 2266. An act to authorize the sale of a portion of the 
Fort Smith National Cemetery Reservation, Ark., and for 
other purposes; 

S. 2320. An act for the relief of the officers of the Russian 
Railway Service Corps organized by the War Department 
under authority of the President of the United States for 
service during the war with Germany; 

S. 2338. An act for the relief of Robert V. Rensch; 
S. 2467. An act for the relief of Ammon McClellan; 
S. 2526. An act to pay an annuity to Frances Agramonte, 

the widow of Dr. Aristides Agramonte, member of the Yellow 
Fever Commission; 

S. 2558. An act for the relief of William J. Cocke; 
S. 2580. An act to exempt from taxation certain property 

of the National Society United States Daughters of 1812 in 
the District of Columbia; 

S. 2620. An act for the relief of N. W. Carrington and J.E. 
Mitchell; , 

S. 2629. An act establishing a fund for the propagation of 
salmon in the Columbia River district; 

S. 2647. An act prescribing the procedure and practice in 
condemnation proceedings brought by the United States of 
America, conf eITing plenary jurisdiction on the district courts 
of the United States to condemn and quiet title to land 
being acquired for public use, and for other purposes; 

S. 2664. An act for the relief of John F. Korbel; 
S. 2677. An act for the relief of Samuel L. Wells; 
S. 2709. An act for the relief of Trifune Korac; 
S. 2719. An act for the relief of A. Randolph Holladay; 
S. 2811. An act to authorize the incorporated city of 

Juneau, Alaska, to issue bonds in any sum not exceeding 
$100,000 for municipal public works, including regrading and 
paving of streets and sidewalks, installation of sewer and 
water pipe, construction of bridges, construction of concrete 
bulkheads, and construction of refuse incinerator; 

S. 2812. An act to authorize the incorporated city of Skag
way, Alaska, to issue bonds in any sum not exceeding $40,000, 
to be used for the construction, reconstruction, replacing, and 
installation of a water-distribution system; 

S. 2813. An act to authorize the incorporated town of 
Wrangell. Alaska, to issue bonds in any sum not exceeding 
$47,000 for municipal public works, including enlargement, 
extension, construction, and reconstruction of water-supply 
systems; extension, construction, and reconstruction of re
taining wall and filling and paiving streets and sidewalks; 
and extension, construction, and reconstruction of sewers in 
said town of Wrangell; 

S. 2850. An act to amend section 13 of the Federal Reserve 
Act; 

S. 2876. An act to provide for the transfer of national-for
est lands to the Zuni Reservation, N.Mex., exchanges, and 
consolidation of holdings; 

S. 2901. An act to authorize the coinage of 50-cent pieces 
in commemoration of the one hundredth anniversay of the 
admission of the State of Arkansas into the Union; 

s. 2905. An act to confer jurisdiction upon the Court of 
Claims to hear, determine, and render judgment upon the 
claim of the Velie Motors Corporation; 

S. 2925. An act to amend the a.ct entitled "An act to estab
lish a Code of Law for the District of Columbia", approved 
March 3, 1901, and the acts amendatory thereof and supple
mental thereto; 

S. 2950. An act to authorize steam railroads to electrify 
their lines within the District of Columbia, and for other 
purposes; 

S. 2953. An act granting the consent of Congress to the 
Highway Department of the State of Tennessee to construct, 
maintain, and operate a free highway bridge across the 
Cumberland River at or near Carthage, Smith County, 
Tenn.; 

S. 2966. An act to authorize the coinage of 50-cent pieces 
in commemoration of the three hundredth anniversary of 
the founding of the Province of Maryland; and 
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S.J.Res. 21. Joint resolution authorizing the erection in 

Washington, D.C., of a monument in memory of Col. Robert 
Ingersoll. . 

The message also announced that the Senate requests the 
House to return to the Senate the bill CS. 2153) for the relief 
of Pinkie Osborne. 

INCREASE OF THE NA VY-CONFERENCE REPORT 

Mr. VINSON of Georgia. Mr. Speaker, I call up the con
ference report upon the bill <H.R. 6604) to establish the com
position of the United States NavY with respect to the 
categories of vessels limited by the treaties signed at Wash
ington, February 6, 1922, and at London, April 22, 1930, at the 
limits prescribed by those treaties; to authorize the con
struction of certain naval vessels; and for other purposes. 

Mr. TOBEY. Mr. Speaker, I reserve all points of order 
on the conference report. 

The SPEAKER. The gentleman from New Hampshire 
reserves all points of order on the conference report. 

Mr. VINSON of Georgia. Mr. Speaker, I ask unanimous 
con.sent that the statement be read in lieu of the report. 

The SPEAKER. Is there objection? 
There was no objection. 
The Clerk read the statement. 
The conference report and statement are as follows: 

CONFERENCE REPORT 

The committee of conference on the disagreeing votes of 
the two Houses on the amendments of the Senate to the bill 
<H.R. 6604) to establish the composition of the United States 
Navy with respect to the categories of vessels limited by the 
treaties signed at Washington, February 6, 1922, and at 
London, April 22, 1930, at the limits prescribed ·by those 
treaties; to authorize the construction of certain naval ves
sels; and for other purposes, having met, after full and free 
conference, have agreed to recommend and do recommend 
to their respective Houses as follows: 

That the House recede from its disagreement to the 
amendments of the Senate numbered 5, 6, and 7, and agree 
to the same. 

Amendment numbered 1: That the House recede from its 
disagreement to the amendment of the Senate numbered 1, 
and agree to the same with an amendment as follows: In 
lieu of the matter stricken out and inserted by said amend
ment insert the following: "That the first and each suc
ceeding alternate vessel of each category, except the 15,000-
ton aircraft carrier, upon which work is undertaken, and 
the main engines, armor, and armament for such vessels, 
the construction and manufacture of which is authorized by 
this act, shall be constructed or manufactured in the Gov
ernment navy yards, naval stations, naval-gun factories, 
naval-ordnance plants, or arsenals of the United States, 
except such material or parts as were not customarily 
manufactured in such Gover.nment plants prior to February 
13, 1929: Provi.ded further, That, if inconsistent with the 
public interests in any year to have a vessel or vessels con
structed as required above, the President may have such 
vessel or vessels built in a Government or private yard as he 
may direct "; and the Senate agree to the same. 

Amendment numbered 2: That the House recede from its 
disagreement to the amendment of the Senate numbered 2, 
and agree to the same with an amendment as follows: 
In lieu of the matter inserted by said amendment, insert 
the following: 

"That not less than 10 percent of the aircraft, in
cluding the engines therefor, the procurement of which is 
authorized by this act and hereafter undertaken, shall be 
constructed and/ or manufactured in Government aircraft 
factories and/ or other plants or factories owned and oper
ated by the United States Government. 

"The foregoing paragraph is subject to the following 
conditions: 
, "(!) That if it shall be determined by the President that 
present plants, factories, and equipment owned by the 
Government are not such as to permit the construction 
and/ or manufacture of the said aircraft and/or engines in 
such Government plants and f actol'ies, in the proportions 

herein specified and required, then and in that event such 
requirements may be suspended in whole or in part by his 
order. However, in the event of such order of suspension 
being made by the President, then at his discretion the 
existing plants, factories, and facilities now owned and/or 
operated by the Government shall forthwith be expanded 
and equipped to enable the Government to construct, man
ufacture, and repair not less than 10 percent of its 
naval aircraft therein, except that it shall be discretionary 
with the President as to the percent constructed and/or 
manufactured in Government plants if he should find it 
impracticable for the Government to undertake the con
struction and/or manufacture of not less than 10 percent of 
its naval aircraft therein. 

"(2) The President is also authorized to employ Govern
ment establishments in any case where-

"(a) It should reasonably appear that the persons, firms, 
or corporations, or the agents therefor, bidding for the con
struction of any of said aircraft, engines, spare parts, or 
equipment have entered into any combination, agreement, 
or understanding. the effect, object, or purpose of which is 
to deprive the Government of fair, open, and unrestricted 
competition in letting contracts for the construction of any 
of said aircraft, engines, spare parts, or equipment, or-

" (b) Should it reasonably appear that any person, firm, 
or corporation, or agents thereof, being solely or peculiarly 
in position to manufacture or furnish the particular type 
or design of aircraft, engines, spare parts, or equipment 
required by the NavY, in bidding on such aircraft, engines, 
spare parts, or equipment, have named a price in excess of 
cost of production plus a reasonable profit, as provided in 
section 3 of this act. 

"The funds necessary for the enlargement and expan
sion of such existing plants and facilities now owned by 
the Government for the construction and manufacture of 
naval aircraft are hereby authorized to be appropriated." 

.Apd the Senate agree to the same. 
Amendments numbered 3 and 4: That the House recede 

from its disagreement to the amendments of the Senate 
numbered 3 and 4, and agree to the same with an amend
ment as follows: In lieu of the matter stricken out and 
inserted by amendment numbered 3 and in lieu of the mat
ter inserted by amendment numbered 4 insert the fallowing: 

" Provided, That no contract shall be made by the Secre
tary of the Navy for the construction and/ or manufacture 
of any complete naval vessel or aircraft, or any portion 
thereof, herein, heretofore, or hereafter authorized unless 
the contractor agrees--

"(a) To make a report, as hereinafter described, under 
oath, to the Secretary of the NavY upon the completion of 
the contract. 

"(b) To pay into the Treasury profit, as hereinafter pro
vided shall be determined by the Treasury Department, in 
excess of 10 percent of the total contract price, such amount 
to become the property of the United States: Provided, That 
if such amount is not voluntarily paid the Secretary of the 
Treasury may collect the same under the usual methods 
employed under the internal revenue laws to collect Federal 
income taxes. 

"<c> To make no subdivisions of any contract or sub
contract for the same article or articles for the purpose of 
evading the provisions of this act, but any subdivision of 
any contract or subcontract involving an amount in excess 
of $50,000 shall be subject to the conditions herein prescribed. 

"(d) That the manufacturing spaces and books of its own 
plant, affiliates, and subdivisions shall at all times be subject 
to inspection and audit by any person designated by the 
Secretary of the NavY, the Secretary of the Treasury, and/ or 
by a duly authorized committee of Congress. 

"(e) To make no subcontract unless the subcontractor 
agrees to the foregoing conditions. 

" The repart shall be in form prescribed by the Secretary 
of the Navy and shall state the total contract price, the cost 
of performing the contract, the net income, and the percent 
such net income bears to the contract price. A copy of such 
report shall be transmitted to the Secretary of the Treasury 
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for consideration in connection with the Federal income tax 
returns of the contractor for the taxable year or years 
concerned. 

" The method of ascertaining the amount of excess profit 
to be paid into the Treasury shall be determined by the Sec
retary of the Treasury in agreement with the Secretary of 
the Navy and made available to the public. The method 
initially fixed upon shall be so determined on or before 
June 30, 1934: Provided, That in any case where an excess 
profit may be found to be owing to the United States in con
sequence hereof, the Secretary of the Treasury shall allow 
credit for any Federal income taxes paid or remaining to be 
paid upon the amount of such excess profit. 

" The contractor or sub-contracts ref erred to herein are 
limited to those where the award exceeds $50,000. 

" The provisions of this section shall not become effective 
until June 30, 1934." 

And the Senate agree to the same. 
CARL VINSON, 
P. H. DREWRY, 
STEPHEN W. GAMBRILL, 
FRED A. BRITTEN I 
GEORGE p. DARROW I 

Managers on the part of the House. 
PARK TllAMMELL, 
MILLARD E. TYDINGS, 
FREDERICK HALE, 
JESSE H. METCALF, 

Managers on the pa.rt of the Senate. 

STA.TEMENT 

The managers on the part of the House at the conference 
on the disagreeing votes of the two Houses on the amend
ments of the Senate to the bill CH.R. 6604) to establish the 
composition of the United States Navy with respect to the 
categories of vessels limited by the treaties signed at Wash
ington, February 6, 1922, and at London, April 22, 1930, at 
the limits prescribed by those treaties, to authorize the con
struction of certain naval vessels, and for other purposes, 
submit the following statement in explanation of the effect 
of the action agreed upon and recommend in the accom
panying conference report as to each of such amendments, 
namely: 

On amendment no. 1: Restores the proposal of the House 
requiring that the first and each succeeding alternate vessel 
of each category, except the 15,000-ton aircraft carrier, be 
built in a Government establishment, and the manufacture 
of the main engines, armor, and armament for such vessels 
in Government establishments to the extent that it was cus
tomary so to do prior to February 13, 1929, amended so as 
to give the President the right to depart from such a divi
sion or assignment of work in any year if in the public in
terest, in lieu of the Senate proposal that, subject to 
determination by the President as to the course best suited 
to the public interests, construction be undertaken in Gov
ernment establishments of half of the total tonnage author
ized and as much more as might be undertaken with existing 
facilities or such additional facilities as might be hereafter 
provided, continuing to except the 15,000-ton aircraft car
rier, and in addition for the manufacture of materials and 
parts for such vessels in Government establishments as it 
was customary so to do prior to February 13, 1929, subject 
to the existence at the time of the work being undertaken 
of requisite manufacturing facilities. 

On amendment no. 2: Provides as to aircraft procured in 
consequence of the authorization contained in the bill, �i�n�~� 
eluding engines therefor-

First. That not less than 10 percent thereof, including the 
engines therefor, shall be constructed and/or manufactured 
in Government establishments, subject to determination by 
the President of the capacity of existing establishments to 
accomplish the work. In the event they should be found 
inadequate, at the discretion of the President they may be 
expanded to the extent necessary to enable the construction 
and/or manufacture therein of such percent of such aircraft 
and engines as the President may find to be practicable; and 

Second. For the employment of Government establish
ments exclusively in any case where bids indicate collusion 
or should be in excess of cost of production plus a reason
able profit, as provided in the action agreed upon with re
spect to Senate amendments numbered 3 and 4, all in lieu 
of the Senate proposal that 25 percent of such aircraft and 
engines be constructed or manufactured in Government
owned and operated establishments, subject to determina
tion by the President of the capacity of existing establish
ments to accomplish the work. In the event they should 
be found inadequate, the Senate amendment authorized 
and required the provision of adequate facilities, including 
the construction and equipment of additional facilities or 
the acquirement by purchase or condemnation of privately 
owned facilities adequate to the performance of 25 percent 
of the work of constructing, manufacturing, and repairing 
naval aircraft. 

Both under the amendent as agreed to and under the 
original proposal of the Senate, expansion would be subject 
to the appropriation of necessary funds, which are authorized 
to be appropriated. 

On amendments nos. 3 and 4: The House proposed to 
limit net profits on all contracts with commercial establish
ments for supplying steel or aircraft or building vessels, pur
suant to authorization contained in the bill, to 10 percent of 
the gross of the contract. In lieu thereof, by amendment 
no. 3, the Senate proposed as to contracts and subcontracts 
of $10,000 or more for building vessels, whenever authorized, 
but not contracted for at the time of the approval of the 
bill, or for supplying aircraft, that the net profit to the 
contractor or subcontractor should not exceed 10 percent of 
the performance cost, any excess to become the property 
of the United States, to be collected by the Secretary of the 
Treasury, by suit, if necessary, and deposited in the Treas
ury of the United States. Ascertainment of profits and 
amounts payable to the United States were to be determined 
from sworn reports filed with the Secretary of the Treasury 
in the form and manner prescribed by him, and, by amend
ment no. 4, from examinations and audits, if need be, by 
the Bureau of the Budget or by any duly authorized rep-
1·esentative of either House of Congress. 

In lieu of the House and Senate proposals as to amend
ment no. 3 and the Senate proposal as to amendment no. 4, 
the action agreed upon requires that, effective June 30, 1934, 
no contract, subcontract, or subdivision of any subcontract 
shall be entered into involving an award in excess of $50,000 
for the construction and/or manufacture of any portion or 
of a complete naval vessel or aircraft, whenever authorized, 
unless the contractor shall agree to report under oath upon 
completion of the contract the amount of profit and percent 
it bears to the cost ·of performance, such report to be in 
form and detail as prescribed by the Secretary of the Nayy. 
who shall file a copy thereof with the Secretary of the Treas
ury for income-tax purposes. Should such report disclose 
a profit in excess of 10 percent of the total contract price, 
reckoned in accordance with such formula as may be pre
scribed by the Secretary of the Treasury, such excess be
comes the property of the United States, which, if not volun
tarily paid as agreed, the Secretary of the Treasury shall 
collect in accordance with the usual methods under the 
internal-revenue laws. As a further check upon contractors' 
costs it is required that the manufacturing plant and books 
of any contractor shall at all times be subject to inspection 
and audit by any person designated by the Secretary of the 
Navy, the Secretary of the Treasury, and/or by a duly au
thorized committee of Congress. Contractors are to be 
allowed credit for any Federal income taxes paid or remain
ing to be paid upon any excess profit found to be owing to 
the United States under the terms of the bill. 

On amendments nos. 5, 6, and 7, relating to suspension of 
construction in the event of an international agreement fur
ther limiting naval armament: Extends such authority to 
vessels otherwise authorized, and as to vessels actually under 
construction, exempts from suspension only those in that 
status on the date of the approval of the bill, as proposed by 
the Senate, instead of limiting suspension to vessels author-
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ized by the bill, and of those only such as may not actually 
be under construction, as proposed by the House. 

As agreed upon by the committee of conference on the 
disagreeing votes of the two Houses, the bill, including the 
title, reads as fallows: 
To establish the composition of the United States Navy with 
. respect to the categories of vessels limited by the treaties signed 

at Washington, February 6, 1922, and at London, April 22, 1930, 
at the limits prescribed by those treaties; to authorize the con
struction of certain naval vessels; and for other purposes 
Be it enacted, etc., That the composition of the United States 

Navy with respect to the categories of vessels limited by the 
treaties signed at Washington, February 6, 1922, and at London, 
April 22, 1930, is hereby established at the limit prescribed by 
those treaties. 

SEC. 2. That subject to the provislons of the treaties signed at 
Washington February 6, 1922, and at London April 22, 1930, the 
President of the United States is hereby authorized to undertake 
prior to December 31, 1936, or as soon thereafter as he may deem 
it advisable (in addition to the six cruisers not yet constructed 
under the act approved February 13, 1929 (45 ·Stat. 1165), and in 
addition to the ves':els being constructed pursuant to Executive 
Order No. 6174 of June 16, 1933), the construction of: (a) One 
aircraft carrier of approximately 15,000 tons standard displace
ment, to replace the experimental aircraft carrier Langley; 
(b) 99,200 tons aggregate of . destroyers to replace over-age de
stroyers; (c) 35,530 tons aggregate of submarines to replace over
age submarines: Provided, That the President of the United 
States is hereby authorized to replace, by vessels of modern de
sign and construction, vessels in the Navy in the categories 
limited by the treaties signed at Washington February 6, 1922, 
and at London April 22, 1930, when their replacement is permitted 
by the said treaties: Provided further, That the President is 
hereby authorized to procure the necessary naval aircraft for 
vessels and other naval purposes in numbers commensurate with 
a treaty navy: Provided further, That the first and each suc
ceeding alternate vessel of each category, except the 15,000-ton 
aircraft carrier, upon which work is undertaken, and the main 
engines, armor, and armament for such vessels, the construction 
and manufacture of which is authorized by this act, shall be con
structed or manufactured in the Government navy yards, naval 
stations, naval gun factories, naval ordnance plants, or arsenals 
of the United States, except such material or parts as were not 
customarily manufactured in such Government plants prior to 
February 13, 1929: Provided further, That if inconsistent with the 
public interest iii any year to have a vessel or vessels constructed 
as required above, the President may have such vessel or vessels 
built in a Government or private yard as he may direct. 

That not less than 10 percent of the aircraft, including the 
engines therefor, the procurement of which is authorized by this 
act and hereafter undertaken, shall be constructed and/or manu
factured in Government aircraft factories and/or other plants or 
factories owned and operated by the United States Government. 

The fo:egoing paragraph is. subject to the following conditions: 
(1) That if it shall be determined by the President that present 

plants, factories, and equipment owned by the Government are 
not such as to permit the construction and/or manufacture of 
the said aircraft and/or engines in such Government plants and 
factories in the proportions herein specified and required, then 
and in that event such requirement may be suspended in whole 
or in part by his order. However, in the event of such order of 
suspension being made by the President, then at his discretion 
the existing plants, factories, and facilitles now owned and/or 
operated by the Government shall forthwith be expanded and 
equipped to enable the Government to construct, manufacture, 
and repair not less than 10 percent of its naval aircraft therein, 
except that it shall be discretionary with the President as to 
the percent constructed and/or manufactured in Government 
plants if he should find it impracticable for the Government to 
undertake the construction and/ or manufacture of not less than 
10 percent of its naval aircraft therein. 

(2) The President is also authorized to employ Government 
establishments in any case where--

(a) It should reasonably appear that the persons, firms, or cor
porations, or the agents therefor, bidding for the construction of 
any of said aircraft, engines, spare parts, or equipment have en
tered into any combination, agreement, or understanding the 
effect, object, or purpose of which is to deprive the Government of 
fair, open, and unrestricted competition in letting contracts for 
the construction of any of said aircraft, engines, spare parts, or 
equipment, or-

(b) Should it reasonably appear that any person, firm, or cor
poration, or agents thereof, being solely ·or peculiarly in position 
to manufacture or furnish the particular type or design of air
craft, engines, spare parts, or equipment required. by the Navy, in 
bidding on such aircraft, engines, spare parts, or equipment, have 
named a price in excess of cost of production plus a reasonable 
profit, as provided in section 3 of this act. 

The funds necessary for the enlargement and expansion of such 
existing plants and facilities now owned by the Government for 
the construction and manufacture of naval aircraft are hereby 
authorized to be appropriated. · 

SEc. 3. 'Ihe Secretary of the Navy is hereby directed to submit 
annually to the Bureau of the Budget estimates for the construc
tion of the foregoing vessels and aircraft; and there is hereby 
authorized to be appropriated such sums as may be necessary to 

carry into effect the provisions of this act: Provided, That no 
contract shall be made by the Secretary of the Navy for the con
struction and/or manufacture of any complete naval vessel or 
aircraft, or any portion thereof, herein, heretofore, or hereafter 
authorized unless the contractor agrees--

(a) To make a report, as hereinafter described, under oath, to 
the Secretary of the Navy upon the completion of the contract. 

(b) To pay into the Treasury profit, as hereinafter provided 
shall be determined by the Treasury Department, in excess of 10 
percent of the total contract price, such amount to become the 
property of the United States: Provided, That if such amount is 
not voluntarily paid the Secretary of the Treasury may collect the 
same under the usual methods employed under the internal
revenue laws to collect Federal income taxes. 

(c) To make no subdivisions of any contract or subcontract for 
the same article or articles for the purpose of evading the provi
sions of this act, but any subdivision of any contract or sub
contract involving an amount in excess of $50,000 shall be subject 
to the conditions herein prescribed. 

�(�~�)� That the manufacturing spaces and books of its own plant, 
afliliates, and subdivisions shall at all times be subject to inspec
tion and audit by any person designated by the Secretary of the 
Navy, the Secretary of the Treasury, and/or by a duly authorized 
committee of Congress. 

( e) To make no subcontract unless the subcontractor agrees to 
the �f�o�r�e�g�o�i�n�<�~� conditions. 

The report shall . be in form prescribed by the Secretary of the 
Navy and shall state the total contract price, the cost of perform
ing the contract, the net income, and the per centum such net 
income bears to the contract price. A copy of such report shall 
be transmitted to the Secretary of the Treasury for consideration 
in connection with the Federal income-tax returns of the con
tractor for the taxable year or years concerned. 

The method of ascertaining the a.mount of excess profit to be 
paid into the Treasury shall be determined by the Secretary of the 
Treasury in agreement with the Secretary of the Navy and made 
available to the public". The method initially fixed upon shall be 
so determined on or before June 30, 1934: Provided, That in any 
case where an excess profit may be found to be owing to the 
United States in consequence hereof," the Secretary of the Treasury 
shall allow credit for any Federal income taxes paid or remaining 
to be paid upon the amount of such excess profit. 
· The contract or subcontracts referred to herein are limited to 

those where the award exceeds $50,000. 
The provisions of this section shall not become effective until 

June 30, 1934. 
· SEc. 4. That in the event of international agreement for the 

further limitations of naval armament to which the United States 
is signatory, the President is hereby authorized and empowered to 
suspend so much of its naval construction as has been authorized 
as may be necessary to bring the naval armament of the United 
States within the limitation so agreed upon, except that such 
suspension shall not apply to vessels actually under construction. 

CARL VINSON, 
P.H. DREWRY, 
STEPHEN W. GAMBRILL, 
FRED A. BRITTEN, 
GEORGE P. DARROW, 

Managers on the part of the House. 

Mr. VINSON of Georgia. Mr. Speaker, the gentleman 
from New Hampshire has reserved a point of order upon 
the conference report. I think it is important at this stage 
for the gentleman from New Hampshire to state what his 
point of order is, so that we can be advised, and so that the 
Chair can reach a decision in respect to it. 
· The SPEAKER. The Chair thinks the point of order 
should be disposed of first. 

Mr. TOBEY. Mr. Speaker, I make the point of order 
against the conference report and cite in particular that 
section of the report which reads as follows: 

The contract . or subcontracts referred to herei.n are limited to 
those where the award exceeds $50,000. 

To rehearse history, on January 30 the Vinson bill, so
called, was amended �o�~� the floor of this House by my 
amendment which reads, if I remember correctly, that 
profits on any contract under the bill for shipbuilding, air
craft, or steel shall be limited to 10 percent of the gross 
amount of the contract. That is, the House amendment 
covered any contract, meaning all contracts. The bill with 
that amendment went to the Senate, and the Senate 
amended the bill to cover contracts of $10,000 and over. 
The bill in that form went to the conference committee and 
they held long and earnest hearings. They bring in a report 
jacking up that limitation to· $50,000. I maintain that they 
have exceeded their authority in that action and that my 
point of order is well taken. In justification of my con-
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tentioii, I cite the ruling of Mr. Speaker Cl.ark on March 2, 
1915, sustaining a point of order against the conference 
report upon the ship-purchase bill on the ground that the 
conference committee had gone outside the matter. com
mitted to them in regard to the time certain sections should 
take effect, and I quote: 

If there is anything settled about conferences between the �~�w�o� 
Houses it is this: Where two amounts are named and the quc&t1on 
ls referred to the conferees, they may oscillate as much as they 
please between the two extremes, but they cannot go below the 
lower amount, and they cannot go above the higher amount. 

Then, further on in the same dect:;ion, I quote: 
If they could extend it beyond 2 years, they could extend it 

until the end of time. Their limit was from zero to 2. In the 
nature of things they could not go below zero; under the practice 
of the two Houses they could not go higher. 

And I apply those words of Mr. Speaker Clark in respect 
to this matter. The conferees could not go below zero and 
they cannot go beyond $10,000. 

I rest my contention on the citations and appeal to the 
Chair. 

Mr: VINSON of Georgia. Mr. Speaker, when the bill was 
before the House the gentleman from New Hampshire [Mr. 
TOBEY] offered an amendment, the object and purpose of 
Which was to save money to the Government. When the 
bill reached the Senate the same thought was in the mind 
of the Senators, and they imposed a limitation of $10,000. 
In other words, that only on contracts made by the �~�a�v�Y� 

Department over $10,000 not more than 10-percent profit 
could be made. The purpo.se of both amendments, the one 
offered in the House and the one offered in the Senate, was 
to bring about economy and protection in Government con
tracts. Technically, I think the point of order would lie 
against the increase in this conference report; yet it was 
done in the interest of economy and because it was proven 
conclusively to the conferees that all saving would be dis
sipated by the expense of auditing all amounts down to 
$10,000. Their interest in economy prompted the conferees 
to put the limitation at $50,000. I say,· frankly, to the 
gentleman from New Hampshire that it will entail more 
cost on the Treasury of the United States to have an audit 
of those down to $10,000 than would otherwise be saved. 
I am frank to admit that technically the gentleman is cor
rect, and in all probability the Chair will be compelled to 
sustain the point of order. Yet, in the long run, the gentle
man is farcing an additional burden upon the taxpayers by 
putting upon the Government an obligation to make audits 
of all .amounts down to $10,000. 

This question was considered by the conferees. We thor
oughly understood it. We knew it would be economy to 
raise it to $50,000, and for that reason we did so. 

Mr. TOBEY. I should like to ask the gentleman a ques
tion. The gentleman spoke about it being necessary to audit 
the contracts. There is no compulsory auditing required in 
the bill at all. The compulsory feature is that which re
quires a declamando statement under oath by the contractor 
which in itself makes the contractor liable for perjury if 
false representation is made. Does not the gentleman know 
that? 

Mr. VINSON of Georgia. The gentleman is mistaken, 
because if he will read amendment no. 3, a method has been 
established. 

Mr. TOBEY. Exactly. I read that, but the audit is not 
compulsory. 

Mr. VINSON of Georgia. It is going to determine what 
constitutes cost, and it was estimated under the Senate pro
vision, as it was sent to the conference, it would have cost at 
least 2 percent of the total contract price to have carried out 
the provision of the Senate amendment. The gentleman 
from New Hampshire is in accord with us. We want to pro
tect the Government. We want to do the best thing we can 
for the taxpayers. At the same time, we are much opposed 
to these munition manufacturers making excess profits. We 
are both seeking to accomplish the same thing. The only 
difference is whether or not you should have it at $10,000, 
which would entail a great cost on the auditing department, 
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or whether it stands at $50,000, which will accomplish the · 
same thing. I am frank to admit the gentleman can force 
this back to conference. The gentleman is technically cor
rect. The gentleman did a great service to the Government 
when he limited it to 10 percent. He rendered invaluable 
service to the Nation by his amendment, and I certainly 
hope the gentleman will withdraw his point of order and let . 
us proceed with the conference report and try to get it · 
down as close to eliminating all excess profits of these 
munition manufacturers as possible. 

Mr. TOBEY. I will not be a party to throwing aside the 
precedents of this House if the gentleman from Georgia will. 
I will go further and say the gentleman does not realize 
what he is doing when he mentions $50,000. Does the gen
tleman know from experience or observation how many 
contracts the Navy puts out under $50,000? If he does not, 
I will tell him. Twenty contracts a day, on the average, 
right along. Of those, I am told this morning, most of them 
are twenty-five and thirty thousand. That is about $6,000,-
000 a month, or $72,000,000 a year, which would avoid this 
penalty of 10-percent excess profit. , 

Mr. VINSON of Georgia. The gentleman proposes that · 
each of those small contracts must be audited? 

Mr. TOBEY. No; he does not. 
Mr. VINSON of Georgia. If the gentleman will wait a 

moment, he proposes that they must be audited by the 
Bureau of Supply and Accounts. It will entail an enormous 
expense on the Government to carry out the gentleman's.1 

provision. We thought that all over $50,000 should be 
aud:ted, and should be confined to 10 percent. That is the 
only difference. The gentleman is going to entail an addi
tional .burden upon the taxpayers by reducing it to $10,000. 

Mr. TOBEY. The gentleman from New Hampshire is go
ing to save the taxpayers thousands of dollars by this 
procedure. 

Mr. VINSON of Georgia. The gentleman is clearly within 
his rights in making the point of order. Of course, the 
House, if it saw fit to do so, could adopt a rule to make it in 
order, or we can send it back and bring it in again for the 
consideration of the House, but in the interest of economy 
and in the interest of saving money to the taxpayers I ask 
the gentleman to let it stand at $50,000, and audit every 
contract down to $50,000, and permit those over $50,000 to 
make 10 percent. 

Mr. TOBEY. The gentleman's premises are entirely in
correct. The speaker before him will not agree to transgress 
the laws and precedents of this House, and will favor the 
taxpayers by insisting that the point of order be ruled in 
his favor. · 

The SPEAKER. The Chair is ready to rule. Of course, 
the Chair must sustain the point of order. 

Mr. VINSON of Georgia. Mr. Speaker,· I move that the 
House further insist upon its disagreement to the amend
ments of the Senate and ask for a conference with the 
Sehate. · 

Mr. KVALE. Mr. Speaker, I offer a preferential motion. 
I move that the House recede and concur in the Senate 
amendments. 

Mr. VINSON of Georgia. Mr. Spe.aker, on that I move 
the previous question. 

Mr. GOSS. Mr. Speaker, I ask a division. 
Mr. O'CONNOR. Mr. Speaker, a parliamentary inquiry. : �~� 
The SPEAKER. The gentleman will state it. 
Mr. O'CONNOR. Does that include the amendment 

against which the point of order has been sustained? 
Mr. VINSON of Georgia. Yes; of course it does. 
Mr. Speaker, I move the previous question. 
Mr. O'CONNOR. Mr. Speaker, I make a point of order 

that the House cannot concur in an amendment against 
which a point of order has been sustained. 

Mr. VINSON of Georgia. Mr. Speaker, I move the pre
vious question on the preferential motion. 

Mr. BLANTON. Mr. Speaker, a point of order is pending. 
The SPEAKER. The point of order is overruled. The 

question is, Shall the previous question be ordered? 
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The question was taken; and on a division there were 

ayes 71 and noes 0. 
So the previous question was ordered. 
The SPEAKER. The question is on the preferential mo

tion by the gentleman from Minnesota [Mr. KVALE] to 
recede and concur in all the Senate amendments. 

Mr. BLANTON. And the gentleman from Connecticut 
£Mr. Goss] asked for a division of that question. 

Mr. GOSS. I withdraw the request for a division, Mr. 
Speaker. 

The question was taken; and on a division (demanded by 
Mr. Goss) there were ayes 2 and noes 72. 

So the motion was rejected. 
The SPEAKER. The question is on the motion of the 

gentleman from Georgia [Mr. VmsoNJ that the House fur
ther insist on its disagreement to the Senate amendments. 

The motion was agreed to. 
The SPEAKER appointed the following conferees: Messrs. 

VINSON of Georgia, DREWRY, GAMBRILL, BRITTEN, and DARROW. 
INDEPENDENT OFFICES APPROPRIATION BILL, 1935 

Mr. WOODRUM. Mr. Speaker, I present a conference re
port on the bill (H.R. 6663) making appropriations for the 
Executive Office and sundry executive bureaus, boards, com
missions, and offices for the fiscal year ending June 30, 1935, 
and for other purposes, for printing under the rule, together 
with an accompanying statement. 

Mr. Speaker, I ask unanimous consent to proceed for 2 
minutes to make an announcement. 

The SPEAKER. Is there objection to the request of the 
gentleman from Virginia? 

There was no objection. 
Mr. WOODRUM. Mr. Speaker, it is my intention to call 

up the report for consideration tomorrow immediately after 
disposition of matters on the Speaker's table. There may 
possibly be a roll call on this conference report and I am 
simply taking this opportunity to ·make the announcement 
that the Membership may be informed. 

Mr. CONNERY. Mr. Speaker, will the gentleman yield? 
Mr. WOODRUM. I yield. 
Mr. CONNERY. I understand the conferees reached a 

complete agreement except with reference to Senate amend
ments nos. 14 and 22, those dealing with the pay cut and 
veterans' relief. 

Mr. WOODRUM. That is correct. 
Mr. CONNERY. If I can secure recognition wnen the con

ference report is called up I shall make a motion to recede 
and concur in the Senate amendments.· This is the same 
motion I made previously. We will have a roll call on that. 

Mr. BLANTON. That would cause a veto from the White 
House, if the House should fallow our friend. 

Mr. CONNERY. We do not know about that; nobody 
knows that except the President. 

Am-MAIL CONTRACTS 
The SPEAKER. Under the special order for today, the 

gentleman from North Carolina £Mr. BULWINKLE] is recog
nized to address the House for 30 minutes at the present 
time. 

. Mr. BULWINKLE. Mr. Speaker, I doubt if at any time in 
the history of this Nation, and especially within our life
time, with the possible exception of the Teaipot Dome scan
dals, that there have been more gla,.ring frauds, more cor
ruption, �p�r�a�~�t�i�c�e�d� upon the American Government and the 
American people than were the frauds and collusion of 
corrupt persons with corrupt officials of the Government in 
the matter of obtaining and perpetuating the air-mail 
contracts. 

The question was in my mind when the air-mail contracts 
were canceled as to whether or not they should have been 
canceled. With this question in my mind, I took it upon 
myself to calmly and dispassionately study all of the facts 
that I could obtain upon the question. 

In the House no one has spoken UPon this matter, and 
I can say that none of my Democratic colleagues up to the 
present time has fully and completely presented all of the 
facts bearing upon the cancelation of the air-mail con-

tracts to the Membership. On the Republican side, not 
one of the minority Membership in any way attempted to 
present facts and argument to the House, although upon 
several occasions various Members of the minority have 
attempted by criticism and innuendo to justify these con
tracts, but largely have they spent their time in attempting 
to throw out a smoke screen to hide the real true isime 
involved. 

With the thought, there! ore, in mind of investigating 
this subject myself in order that I might arrive at my own 
conclusions, I have read the testimony, or at least a greater 
part of it, which was taken at the hearings, have examined 
the contracts, have read the various letters and other cor
respondence relating to the contracts, and I am firmly 
convinced by all of the evidence produced and presented 
that the Postmaster General, with the approval of the 
President of the United States, as Chief Executive of this 
Nation, did the only thing that he could do when, by a 
proper order, the air-mail contracts were canceled. 

The law provides, under section 432 of title 39 of the 
United States Code, in Combinations to Prevent Bids,. that 
the contracts shall be canceled and that persons so offend
ing shall be disqualified to contract for carrying the mail 
for 5 years, and for the second offense shall be forever 
disqualified. 

The whole air-mail-contract business under the former 
administration, of which former Postmaster General Walter 
F. Brown was the guiding genius, was a putrid mass of 
putrefaction. 

And when the American people know the full facts con
nected with this subject they will do just as they did when 
the Teapot Dome scandals were being investigated by the 
Senate committee. You will recall that even then, at that 
time, Senator Walsh and those other Senators who were 
on his committee of investigation were condemned as muck
rakers and vilifiers of the character of public officials. After 
the facts were found out the entire Nation approved of the 
just and meritorious punishment which was accorded to 
Secretary Fall and others connected with those scandals. 

The scandal in the air-mail contracts which were com
menced and carried into full force and effect by the former 
post-office administration was equally as bad if not worse 
than the Teapot Dome scandals. The evidence shows be
yond doubt of the failure and the collusion of .trusted offi .. 
cials-men high in authority of the United States Govern
ment-engaging in corruption for their benefit or for the 
benefit of their friends. 

We are hearing much these days largely from those inter
ested in the air-mail companies whose contracts were can
celed, and from private individuals and the press, that there 
should have been a hearing before these contracts were can
celed. My God! when has it come to pass that fraud did not 
vitiate a contract. This is an academic proPosition of law. 
What position would this Government have been in, after 
finding out and knowing of the frauds perpetrated, the 
agreements made in violation of public policy, if the officials 
of the Government had permitted this thing to go on and 
then say to the air-mail companies, "You have committed 
fraud in procuring these contracts. There has been collusion 
by former Postmaster General Brown. Other public officials 
have been guilty of aiding and abetting, but we do not 
wish to do anything until there is a hearing in court. There 
was a hearing, as the evidence shows, and every man who 
was present at the so-called " spoils conference ", which I 
will speak of later, had in his mind and knew in his heart 
of hearts that he was participating in a criminal affair. It, 
is time for the Membership of this House to realize, as I 
have just stated, that any contract or any agreement between 
two or more parties always has been and always will be 
vitiated by fraud. 

The whole story of these air-mail contracts from their 
inception, beginning with the passage of the McNary-Watres 
Act, on down through all the evolutions until the favored 
few obtained their contracts, is a disgrace and a discredit 
in the administration of the affairs of the Post Office De.pairt
ment of the former administration. 
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Everyone knows that every person who committed crime thereto, you will recall that the Army planes carried the 

from the earliest days, from the earliest records that we mail. The Government employed the pilots and conducted 
have, has always sought to destroy or hide the evidence every phase of this activity. In the Sixty-eighth Congress, 
which might incriminate him, even as Cain, who started this in February 1925, Congress passed an act authorizing the 
performance, attempted to hide the body of his brother award of the air-mail contracts. Under this act, the con
Abel, whom he had slain. So from that time to this all tracts could be awarded only by competitive bidding; and, 
criminals, as I have said, attempt to protect themselves by mark you, this plan remained in effect until the passage of 
destroying or hiding the evidence. And in these air-mail the McNary-Watres Act, as amended March 30, 1929, which 
contracts we find officials of the Government, the Post- became effective on the 29th day of April 1930. 
master General, and his assistants, the former Assistant Then, on the expiration of these contracts, on the 7th day 
Secretary of Commerce, Mr. MacCracken, and others con- of November 1929, we have the first evidences of fraud, or 
nected with the air-mail companies attempting to destroy collusion, for on the day before these contracts expired the 
and hide the evidence which might be used against them Second Assistant Postmaster General, Irving Glover, issued 
should it ever come to light. When these men found out an order extending for a period not to exceed 6 months 
that the Senate committee was investigating this question, C.A.M. routes 1, 2, 3, 4, and 5, respectively. This exten
even as late as that, they attempted, some of them, to destroy sion of time was granted to the Colonial Air Transport, Inc.; 
the letters and documents which they had on file. the Robertson Air Craft . Corporation; the National Air 

But the action alone of the former Postmaster General, of Transport, Inc.; the Western Air Express, Inc.; and Walter 
Colonel MacCracken, of Mr. Brittin, and others in attempt- P. Varney, of the Varney Air Lines, Inc. · 
ing to hide or destroy, or absolutely hiding and destroying Immediately, therefore, or within a short time after the 
the letters and other documents, is not alone enough to con- expiration of the 1929 contracts, the Postmaster General, 
vict these men, if they were being tried on a criminal charge, Walter F. Brown, according to the testimony of Col. Paul 
and they had been guilty of the same misdeeds of destroying Henderson before the Black investigating committee, called 
and hiding evidence. in Harris Hanshue of the Western Air Express; P. C. John-

Mr. SNELL. Mr. Speaker, will the gentleman yield? son, the Pacific Air Transport, and Boeing Air Transport, 
Mr. BULWINKLE. I yield. now a part of United Aircraft; Col. L. H. Brittin, Northwest 
Mr. SNELL. I think I am as much interested as anyone Airways; Gen. John F. O'Ryan, Colonial Airlines; Col. Paul 

in having governmental business carried on honestly. If Henderson, United Airlines: Mrs. Mabel Walker Willebrandt 
the gentleman has the facts which led him to make the and Harris Hanshue, Aviation Corporation; to aid in draft
statement he just made, does he not think Congress and ing legislation, which was known as the "McNary-Watres 
the people are also entitled to have those facts at this time? Act." Thus, we find in the beginning that the Postmaster 

Mr. B'ULWINKLE. I shall give the facts. General, representing the United States Government, called . 
Mr. SNELL. The gentleman should give the facts with in, not the experts of the Government but representatives of 

respect to the individual concerns. the aviation companies to draft a bill, under which the Gov-
Mr. BULWINKLE. I have some facts which I think will ernment would pay for carrying the mail. Nor were all of 

convince the gentleman of the soundness of my statements. the airplane companies called in, but just a few; and so we 
Mr. SNELL. I shall be glad to have the facts. see the Postmaster General directing and collaborating with 
Mr. CULKIN. Mr. Speaker, will the gentleman yield. the men to whom he was to let the contracts as to what 
The SPEAKER pro tempore <Mr. SNYDER) . Does the kind of legislation they wanted. In April 1930 the bill 

gentleman from North Carolina yield to the gentleman from passed. 
New York? And now it comes to life that this bill, which subsequently 

Mr. BULWINKLE. I yield. became the law, had to have the assistance of Mr. Lehr Fess, 
Mr. CULKIN. Have any criminal proceedings been ini- an employee of the Senate, who in April 1930 rendered 2 

tiated in this connection? days' service and received from $3,000 to $5,000 for the work 
Mr. BULWINKLE. No. that he did before the Congress. 
Mr. CULKIN. Has the Department of Justice been called It might be well to digreEs here to find out why or the 

in? reason that anybody was paid $3,000 to lobby for this. Why? 
Mr. BULWINKLE. Not yet. Well, it was the Postmaster General, as was shown in the 
Mr. CULKIN. If the gentleman will yield further, if the original bill, who did not want competitive bidding, and 

gentleman is so cocksure of their guilt and if the facts are Postmaster General Brown, even in his testimony before the 
as he states, why have not criminal proceedings been initi- Senate committee, stated that the competitive bids were all 
ated in the courts? "bosh" or something like that. 

Mr. BULWINKLE. I am speaking on the cancelation of But the bill was passed, and in it, it provided for com-
these air-mail contracts. I do not know how the gentle- petitive bids. Then the next step in this proceeding was 
man thinks about it, and I do not care; but I do know that a conference between the Postmaster General and some of 
all over the United States lately the cry has gone up to his assistants and the representatives of a very few of the 
give them a hearing. I am attempting to, and I think I airplane companies. In all, there were some who tried to 
ehall be able to, present enough facts to show that these get into this conference which the Postmaster General and 
contracts should have been canceled. his associates were holding, and of which Mr. MacCracken 

Mr. CULKIN. Will the gentleman yield further? was chairman of the meeting, and Mr. MacCrecken was the 
Mr. BULWINKLE. I cannot yield further at this time. attorney for the airplane companies. So the representatives 
There is something else. Something more serious than of the airplane companies met during May 1930, in a room 

this connected with these cases. There is so much of evi- adjacent to the Postmaster General, Mr. Walter F. Brown, 
dence and testimony to sustain the cancelation of the air- and at the conclusion of their conference on the 4th of 
mail contracts that I venture to say that every fair-minded June 1930, made a report, and the report was that these 
person who is not actuated by pecuniary motives, or like- airplane operators made a study of 12 routes and agreed 
wise actuated by partisanship, would, if he studied this whole as to how 7 of them should be awarded. And the recom
matter, be thoroughly convinced of the fact that it was mendation and report of the aviation companies, or as we 
necessary for the protection of the United States Govern- might call them, operatives, through Mr. MacCracken, and 
ment, as well as its taxpayers and citizens, that the interest subsequent action appeared in the report of the Postmaster 
of the Government be taken care of and that the contracts General, dated June 4, 1930. 
be canceled. Having come thus far along, and showing the dates of 

So, with a view to presenting to the Membership of this the Postmaster General and the airplane operatives as to 
House the history of the story of this air-mail business, in the new legislation, and their zeal and anxiety for hav
order that you may have in your mind the truth of the ing legislation without competitive bidding, and then seeing 
whole question, going back first to the year 1925, and prior 

1 
a conference called by a few of the operatives of the Post-
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master General, in order that the favored few ·could be 
taken care of, and the other concerns in this country could 
" go to the dogs " so far as they were concerned, we now 
come to the letting of contracts with these concerns. 

The undisputed evidence shows that after the spoils con
ferences were held and agreements reached between the 
favored operators and the Post Office officials, their plans 
were carried out almost to the minutest detail. The recom
mendations and agreements and action thereon are as 
follows: 

Mr. Speaker, I ask unanimous consent to insert this mate
rial in the RECORD without taking the time of the House now 
to read it. 

The SPEAKER pro tempore. Is there objection to the 
request of the gentleman from North Carolina? 

There was no objection. 
The matter referred to follows: 
The first recommendation is as follows: 

NO. 3. OMAHA TO ST. PAUL AND WINNIPEG 

Northwest Airways now flying entire route. 
Postmaster General Brown requested a ruling from Comptroller 

General Mccarl as to granting an extension to Winnipeg. The 
Comptroller General held no such extension could be granted with
out competitive bidding, and such extension wa.s not made. How
ever, on September 1, 1930, the contract of Northwest Airways 
from Omaha to St. Paul was surrendered and exchanged for a 
route certificate between the same points. 

The second recommendation in the MacCracken report was: 
NO. 4. ALBANY TO BOSTON 

Aviation Corporation. 
The Albany-Boston route was awarded to Aviation Corporation 

(American Airways, Inc.) as recommended by the MacCracken 
report on February 12, 1933, by granting an extension of 162 miles 
to the American Airways at an annual rate of $134,816.40 without 

• bids. 
The third recommendation in the MacCracken report was: 

NO. 7. DENVER TO KANSAS CITY 

United States Air Lines now flying route. 
An "extension " was granted to American Airways June 5, 1931, 

544 miles. Kansas City to Denver, at an annual rate of $158,848. 
It was sublet with the consent of Postmaster General Brown on 
the same day to the United States Airways. Thus the third rec
ommendation in the MacCracken report was carried out by Post
ma.ster General Brown. 

The fourth recommendation in the MacCracken report was: 
NO. 8. PUEBLO TO FORT WORTH AND DALLAS 

Western Air Express now flying route. 
On August 1, 1931, an extension was granted by Postmaster 

General Brown to Western Air Express of 291 miles, Pueblo to 
�~�a�r�i�l�l�o�,� at an annual rate of $117,898.65, without bids. From 
Amarillo the route was continued to Fort Worth and Dallas, as 
of the same date, 315 miles, at an annual rate of $181,660.50, 
by a so-called " extension " of route 33 to American Airways, Inc., 
by Postmaster General Brown. 

The fifth recommendation in the MacCracken report was: 
NO. 9. PUEBLO TO EL PASO 

Western Air Express now flying route . . 
Route 12, from Cheyenne to Pueblo, was held by Western Air 

Express. It was extended on August l, 1931, 276 miles, Pueblo to 
Albuquerque, at an annual rate of $111,821.40. 

The American Airways route no. 33 was " extended " at right 
angle from El Paso to Albuquerque, on August l, 1931, a distance 
of 219 miles, at an annual rate of $126,297.30, and on the same 
date was sublet to the Western Air Express, with the consent of 
Postmaster General Brown, thus carrying out completely the fifth 
recommendation of the operators. 

The sixth and seventh recommendations in the MacCracken 
report of June 4, 1930, were as follows: 

NO. 11. GREAT FALLS TO LETHRIDGE 

National Parks Airways only party in interest. 
NO. 12. SEAlTLE TO VANCOUVER 

United first schedule; Varney Air Lines second schedule. 
Neither of these extensions was made, and so the question of 

awarding to these particular lines, according to the recommenda
tions, was never decided. 

On page 1 of the MacCracken report it was stated that 7 routes 
had been agreed upon as above shown, but as to 5 routes " there 
are still some matters of controversy." On page 3 of this report it 
was agreed as to the routes in controversy" to submit the issue to 
the Postmaster General." 

These "routes which are still the subject of negotiations" and 
the claimants shown and action taken were as follows: 

ROUTE NO. 5. PITTSBURGH TO WASHINGTON AND NORFOLK 

Final terms not yet arranged. 
The working memorandum taken from Mr. MacCracken's files 

listed the claimants for this route as follows: "Route no. 5. 
Pittsburgh, Washington, and Norfolk: Pittsburgh Aviation Indus
tries, operating locally Harrisburg and Pittsburgh. Clitiord Ball 

flying into Pittsburgh from northwest, and tiying route Pittsburgh 
to Washington. Transcontinental Air Transport not on route." 

Ball, who was present at the conferences, was then flying the 
route between Cleveland and Pittsburgh and seeking an e:i...-tension 
to Washington and Norfolk. Postmaster General Brown advised 
Ball that he could not have a certificate nor an extension on this 
route. Being denied a contract to operate with his own company, 
Ball sold out to Pittsburgh Aviation Industries and was made 
the operating manager for them. Thus this matter was settled 
by Postmaster General Brown without competitive bidding and 
the route operated by Pittsburgh Aviation Industries through its 
subsidiary, Pennsylvania Airlines. 

On June 8, 1931, this route was extended by Postmaster General 
Brown 186 miles, from Pittsburgh to Washington, at an annual 
rate of $154,156.80, without bids. 

The second route subject to negotiation, according to the Mac
Cracken report, was listed as: 

NO. 1. LOS ANGELES, SAN DIEGO, EL PASO, DALLAS TO ATLANTA 

The claimants to this route on Mr. MacCracken's memorandum 
were listed as follows: " Route no. 1. Los Angeles, San Diego, El 
Paso, Dallas to Atlanta; claimants: Aviation Corporation, Dallas 
to Los Angeles; now flying Dallas-El Paso. Western Air Express, 
Dallas to Los Angeles; now flying entire route. Halliburton, Dallas 
to El Paso; now flying Dallas north and west. Eastern Air Trans
port, Atlanta to Dallas; not flying this route. Delta Air Lines, 
Inc., Atlanta to Dallas; not flying this route." 

[NoTE.-This route is being considered with route no. 6.] 
This controversy was apparently very satisfactorily and prof

itably settled between those who were listed by Mr. M·accracken 
as claimants. The route was advertised with a night-flying provi
sion, which was declared illegal by the Comptroller General and 
the Attorney General's Department. Delta Air Lines was bought 
out by American Airways. Halliburton sold out to American 
Airways {Aviation Corporation) for $1,400,000 and simply allowed 
his name to be used in making the bid for American Airways. 
The American Airways wanted the southern route and Western Air 
wanted the middle transcontinental route. Western Air con
tributed to the funds necessary to buy otI Halliburton by purchas
ing 20,000 shares of its own stock owned by Aviation at $55 a 
share, when the market value was $20, and a half interest in some 
other property in Oklahoma, making a total contribution by 
Western Air of $1,399,500. 

Western Air also sold its routes from Dallas to Los Angeles in 
this deal. Hanshue wrote MacCracken that they were "advised 
we had to sell the Dallas route for $400,000 and take a $600,000 
loss on it, and, further, that we had to put up $700,000 to buy 
Western Express stock at 35 when the market was around 20." 

This was done under the direction of Postmaster General 
Brown, who became the umpire, and the controversy was settled 
and the Aviation Corporation became the holder of the route. 
There wa.s no bidder against it. 

The third route in controversy, according to the MacCracken 
report, was: 

ROUTE NO. 6. DALLAS TO LOUISVILLE 

Atlanta to Dallas: Eastern Air Transport and Delta Air Service. 
Louisville to Dallas: Aviation Corporation and Curtis Flying Serv
ice. Los Angeles, San Diego, El Paso to Dallas: Western Air Ex
press and Aviation Corporation. 

The list of the claimants for route no. 6 were shown in Mr. 
MacCracken's memorandum as follows: " Route no. 6. Louisville, 
Memphis, Dallas, and Fort Worth. Aviation Corporation flying into 
Dallas and Fort Worth from the south and into Louisville from the 
northeast. Western Air Express flying into Dallas and Fort 
Worth from the west. Halliburton flying into Dallas and Fort 
Worth from the north and west. Curtiss Flying Service operating 
locally Louisville, Memphis, and Dallas." 

When Halliburton got his $1,400,000 he made no further at
tempt to get the route from Louisville to Fort Worth. Western 
Air Express, of course, made no further effort, as they had given 
up their route from Los Angeles to Dallas and Fort Worth from 
the West. Curtiss Flying Service was not considered, and the 
Aviation Corporation (American Airways) got this route by the 
simple expedient of granting an extension of route 16 of the 
American Airways from Louisville to Nashville of 166 miles, and 
an extension of route 20 on June 15, 1931, of 671 miles from 
Nashville to Fort Worth, the total of the two extensions being 
837 miles. These extensions were granted without any bids or 
notice to any possible competitors, and thus the Aviation Cor
poration, the first of the claimants, received the route. 

The next route under controversy, according to the Mac
Cracken report, was: 
ROUTE NO. 2. LOS ANGELES, ALBUQUERQUE, KANSAS CITY, ST. LOUIS, 

COLUMBUS, PITTSBURGH, PHILADELPHIA, AND NEW YORK 

The claimants listed by Mr. MacCracken were as follows: 
"Route no. 2. Los Angeles, Albuquerque, Amarillo, Kansa.s City, 
St. Louis, Columbus, Pittsburgh, Philadelphia, New York: Trans
continental Air Transport, now flying Columbus to Wichita and 
Clovis to Los Angeles, interested in entire route. Western Air 
Express, now flying Los Angeles to Kansas City. Interested in 
western half of the entire route. {This route is being considered 
with route no. 10. United has indicated they would be satisfied 
with either the eastern half of no. 2 or with no. 10.)" 

The only two contenders for the route being· the Transconti
nental Air Transport and the Western Air Express, it was required 
by Postmaster General Brown that the two corporations merge. 
They did merge, and the new corporation is now known as 

I 
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Transcontinental & Western Afr, Inc. They jointly have the 
middle transcontinental route above described in the MacCracken 
report. Forty-seven and one half percent of the stock in this cor
poration is owned by Western Air Express, and a like amount is 
owned by Transcontinental Air Transport. The Pittsburgh Avia
tion Industries was injected into the picture and demanded a 
10-percent share of the stock and actually received a 5-percent 
share. 

Therefore, this problem was satisfactorily settled between the 
operators of the routes with the assistance of Postmaster General 
Brown and the combination of these companies, although the 
high bidder received the route. 

The following route was also listed as subject to negotiation in 
the MacCracken report: 
NO. 10. AMARILLO, OKLAHOMA CITY, TULSA, AND ST. LOUIS (TULSA 

CUT-OFF) 

Kansas City to New York: Transcontinental Air Transport and 
Pittsburgh Aviation Industries. Los Angeles to Kansas City, Ama
rlllo, Oklahoma City, Tulsa, to St. Louis: Western Air Express and 
Transcontinental Air Transport. Amarillo, Oklahoma City, Tulsa, 
and St. Louis cut-off: Western Air Express, Southwest Air Fast 
Express, Transcontinental Air Transport. 

On the memorandum of claimants to these routes, prepared by 
Mr. MacCracken, we find the following: "Route no. 10. Amarillo, 
Oklahoma City, Tulsa, St. Louis. United crosses route at Okla
homa City and Dallas; Western Air Express :flying Amarillo to 
Tulsa; Halliburton :flying Sweetwater, Oklahoma City, Tulsa, St. 
Louis." 

This route is especially treated in the memorandum of Mr. Mac
Cracken, where it is said that "United has suggested that it 
abandon its line south of Kansas City and take over some other 
line of equal value; • • •. This would permit the clearing of 
the mid-transcontinental of its N.A.T. contract between Wichita 
and Kansas City and would open the N.A.T. line south of Kansas 
City and Wichita for proper disposition in harmony with the Post
master General's ideas." 

The route under consideration, which they referred to as no. 
10, was made a part of the middle transcontinental, as agreed, 
and went to the Transcontinental Air Transport and United Avia
tion and Western Air Express. The United kept its routes from 
Kansas City to Wichita, Kans., and from Kansas City to Tulsa and 
Oklahoma City. 

KARL A. CROWLEY, Solicitor. 
It is well to call your attention to some of the other acts of 

Postmaster General Brown as stated in the evidence by Maj. 
William B. Robertson. who was one of the pioneer operators 
between St. Louis and New Orleans, and who desired an air
mail contract. After he had been to Washington to see Brown 
about a contract, a Mr. Saks came to see Major Robertson, and 
told him that he was a friend of Brown, and that he represented 
the Post Office Department; that he could secure a contract in 
5 minutes by calling the Postmaster General over the telephone, 
and that Major Robertson and his brother would have to pay 
him a commission' of 5 percent for securing the contract. This 
was turned down, and again he came to see the Robertsons. Not 
only did he ask for the 5-percent commission, but he asked that 
Robertson and his brother should contribute to the political 
campaign of Congressman Dyer. On his next visit to Washington, 
Brown stated to Robertson that "he had given his friend Mr. Saks 
a very cool reception." This evidence was not denied by the Post
master General when he was on the stand. 

In addition to this, as I have stated before, the Comptroller Gen
eral had told Brown that he could not, that he had no right under 
the law, to exclude bids by certain carriers. It now develops that 
the Western Air Express was charged by a young Mr. Smoot, who 
was an employee of the Senate, the sum of $15,000, and the letter 
of Mr. Smoot's in which his bill for the services was enclosed said: 

" Both of these provisions, the decision of the Comptroller Gen, 
eral of the United States, and the matter of domestic air-mall 
appropriations, have now reached a successful conclusion. You 
wm note in my bill that I take into consideration the $2,500 
advanced me by James Wooley on December 13, 1930." 

Not only do we find officials and relatives of Senators employed 
but there is a record also that, on February 8, 1930, Col. Paul 
Henderson wrote D. M. Sheaffer, chairman of the executive board 
of the Transcontinental & Western Air, as follows: 

Mr. D. M. SHEAFFER, 
Chief, Passenger Transportation, Pennsylvania Railroad, 

Broad Street Station, Philadelphia, Pa. 
DEAR DAN: I have moved my office to Room 828, Investment 

Building, telephone National 8835. Please change your records. 
I should like to be able to tell Glover on Monday that his 

nephew is fixed up some place on the western division of T.A.T. 
as per my wire to you Friday. I think this is extremely important. 
Glover will have more to do with the mall subsidy allocations 
than any other man. 

This is the reason, therefore, that the nephew of W. Irving 
Glover, Second Assistant Postmaster General, who had charge ·01 
the mail service, was given a position with the Transcontinental 
Air Transport Co. I am citing this merely as another illustration 
of how far the officials of the Post Office Department would go in 
order to benefit themselves or their famllies. 

It is well for you to keep in mind these facts with regard to 
the air-mail contracts: First, that there was an attempt to pass 
a bill through the Congress which did not provide for competitive 
bidding, and that Postmaster General Brown was behind this 
yrith the air-mall companies; second, that a Government official 

was employed and paid $3,000 for 2 days' work to aid in passing 
the bill through Congress; third, that after the passage of the 
bill the representatives of a select group of airplane companies 
were called in to divide up the country and accept the spoils of 
the Air Mail Service; fourth, that another Government official was 
employed at an exorbitant amount in an attempt to override the 
Comptroller General and his decisions; fifth, that none but the 
favored few obtained contracts, and these contracts were in 
substance what they asked for, and that from the time the con
tracts were made until the cancelation of the contracts taxpayers 
of this country paid out something over $40,000,000 without justi
fication; sixth, that men of character who were pioneers in the 
field of aviation. on account of the attitude and the action of 
the Postmaster General had to go into bankrupt courts, and lost 
all they had. 

It might be well for me now to give you a full and complete 
narrative of the evidence and testimony adduced at the hearing, 
an'1 as briefiy as possible I shall attempt to do so: 

Postmaster General Brown appeared in person before the com
mittee of the House and strenuously .urged the passage of an air
mail bill as presented, stating that he wanted to do away with 
competitive bidding, since it was a myth. Due to the active 
opposition of members of the Post Office Committee of the House 
the section which provided for the award of contracts without 
competitive bidding was eliminated from the blll and the bill was 
shortly thereafter passed by Congress. 

It seems that Postmaster General Brown was keenly disap
pointed because the blll was passed without allowing him to award 
air-mail contracts without competitive bidding. About 2 weeks 
after the passage of the McNary-Watres Act Postmaster General 
Brown called a meeting of the air-mail contractors. A call for the 
meeting was issued by Earl B. Wadsworth, Superintendent of Air 
Mail Service, under instructions from the Postmaster General. 
The conference began on May 19, 1930, and closed on June 4, 1930. 
The air-mail contractors present at these various conferences 
which were held in the offices of the Postmaster General included 
Messrs. Johnson, Henderson, Wheat, Ireland, and Murray, of 
United Airlines; Messrs. Sheaffer, Cuthel, Hanshue, and Wooley 
of the Western Air Express; Alfred Frank, of the National Parks 
Airways; Mr. Mueller, of the Varney Airlines; Messrs. Coburn and 
Hinshaw, of the Aviation Corporation of Delaware; Messrs. Halli
burton, Mayo, and Clark, of the Southwest Air Fast Express; 
Messrs. Doe, Elliott, and Ottley, of Eastern Air Transport; Messrs. 
Marshall and Denning, of Thompson Aeronautical; Messrs. Hol
land and Letson, of the United States Airways; Messrs. Robbins 
and Hahn, of the Pittsburgh Aviation Industries; Mr. Clifford 
Ball, of Clifford Ball, Inc.; Messrs. Russell and Wright, of Curtiss 
Flying Service; Messrs. Moore and Woolman, of the Delta Air Serv
ice. These last two parties came to the conference without an in
vitation from the Postmaster General. 

Postmaster General Brown opened the meeting by discussing the 
general provisions of the McNary-Watres Act and told the oper
ators that he had prepared a new air-mail map, which he ex
hibited, and that he wanted the routes divided among the air
mail contractors who were present. He further told them that he 
wanted three competitive transcontinental routes; that he wanted 
the companies that were operating in the territories to have these 
routes and that he would try to work it out for them by the exten
sion method, and if he could not do that �h�~� would have to put up 
the Central and Southern Transcontinental routes for competitive 
bids. He stated that those present should get together and try to 
determine who would be the operating company to operate these 
two new transcontinental routes. At the time of that conference 
the Postmaster General thought that he could let the two trans
continental routes without competitive bidding as he was under 
the impression that he could let both of the entire routes by 
various extensions. 

At the first meeting Mr. Maddux, of the Transcontinental Air 
Transport, stated that if his company did not receive an air-mail 
contract it could not live, and that he was eager to see a plan 
worked out other than one providing for competitive bidding. 
Clark, representing Halliburton, stated that he would prefer 
not to have competitive bidding. Lew Holland said, "I think it 
should be worked out by agreement, as I am afraid that competi
tive bidding will result in wild promotions." Hanshue said, "We 
are willing to do anything within reason to work out the plan 
rather than to go into competitive bidding." Coburn said, "I 
belie"l:'e there is a community of interest among the operators in 
every department, and they are ready to cooperate and find out 
how to do it." Wheat said, " I feel sure the entire group would 
be delighted to go into such a conference and work it out along 
the lines suggested." MacCracken suggested grouping the repre
sentatives together according to locality in order to work out the 
details of the plan or any other plan that might be gotten up, 
suggesting they might even have four committees, or a western 
and an eastern committee. Cuthel suggested that certain mem
bers of the group present to the Postmaster General a grouping 
of the companies to deal with the Southern and Mid-Continent 
Transcontinental routes. The above proceedings of the first day 
of the conference were taken down in shorthand by Earl B. 
Wadsworth, superintendent of the Air Mail Service, and transcribed 
on May 20, 1930. 

The air-mail operators held numerous conferences between 
May 20 and June 4 in the office of the Postmaster General; Wil
liam P. MacCracken as chairman. Postmaster General Brown and 
Second Assistant Postmaster General Glover were present fr<>m 
time to time at the various meetings. It was impossible for the 
operators to agree among them.selves as to who would operate 
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all of the va.rtous routes designated by Brown's new air-man 
map. On June 4, 1930, Chairman MacCracken submitted a report 
of the conferences to the Postmaster General, stating that the 
committee had held numerous sessions and that it was now sub
mitting with the report a map indicating its recommendations, 
as well as the problems which remained unsolved; that the com
mittee had made a study of 12 routes and had agreed upon recom
mendations as to 7 of these, while as to the remaining 5 there 
were still some matters in controversy, and all agreed to submit 
the issues to the Postmaster General, in the hope that a satisfac
tory solution might be reached. None of the passenger operators 
without mail contracts were invited to this conference, which has 
generally been referred to a.s the "spoils conference." It was 
unquestionably the purpose of Brown to let all of the new routes 
by the extension plan, without competitive bidding. Since the 
alr-mall operators could not agree among themselves as to who 
would operate all the routes it was agreed that Brown would 
act as umpire in the award of those routes still under contro
versy. At this conference it was understood that the American 
Alrways would have the southern transcontinental route and the 
Transcontinental Air Transport and the Western Air Express would 
jointly receive the central route. It has been stated by some 
that the investigation of the spoils conference has been an 
ex parte proceeding and that the alr-mail contractors had no 
opportunity to be heard prior to the annullment of the various 
existing contracts. The Senate investigating committee, of which 
Senator HuGo BLACK is chairman, has gone into the investigation 
most thoroughly and exhaustively. They have not only heard 
from those whose air-passenger lines were not invited to the 
spoils conference but have received testimony from a number 
of the air-mail contractors who were present at said conference. 
Many damaging and startling admissions with reference to collu
sion and an agreement to prevent competitive bidding have been re
ceived by the Black committee from air-mail contractors who were 
present at the spoils conference. The following representa
tives of air-mail contractors who were present at the various 
conferences held in the office of Postmaster General Brown, soon 
after the passage of the McNary-Watres Act, had testified before 
the Senate investigating committee prior to the annullment of 
the air-mall contracts by Postmaster General Farley: 

D. M. Sheaffer, representing Transcontinental Western Air; 
F. G. Coburn and Hainer Hinshaw,. representing the Aviation 
Corporation of Delaware, of which the American Airways is a 
subsidiary; Col. Paul Henderson, representing United Aircraft, of 
which the United Airlines is a subsidiary; Earl P. Halliburton and 
Ted Clark, representing Southwest Air Fast Express. The follow
ing air-mall contractors who were present at the above-mentioned 
conference have testified before the Senate committee since the 
e.nnullment of the air-mall contracts: Col. L. H. Brittin, repre
senting Northwest Airways; Clifford Ball, representing Clifford 
Ball, Inc.; Alfred frank, of the National Parks Airways; and 
Harris M. Hanshue and James G. Woolley, of the Transcontinental 
Western Air. These parties have testified in detail with reference 
to the purpose of the spoils conference and the object thereby 
accomplished as a result thereof. Hinshaw, of American Airways, 
testified under oath that the conference was held for the purpose 
of dividing the routes among the air-mail contractors who were 
present; that it was understood that the air-mail contractors 
would have to take the division the Postmaster General made, and 
�t�h�~�t� if they attempted to interrupt or try to make bids that he 
would cancel the certificates which they held or refuse to issue 
certificates in substitution for existing contracts; further, that 
Postmaster General Brown told him at the opening meeting that 
they should get together and determine who would be the operat
ing company to operate the new transcontinental routes; that 
Brown thought at the time that he could let these two new 
transcontinental routes by the extension plan without competi
tive bidding; that there was an agreement reached on some of 
the routes, while they could not agree among themselves as to 
how they would divide certain other routes; that it was agreed 
that the American Airways would have the Southern Transconti
nental route and the Transcontinental Air Transport and the 
Western Air Express would jointly receive the central route. 

Mr. Hinshaw further testified as follows: 
"The CHAIRMAN. Mr. Hinshaw, you knew, did you not, before 

these contracts were let, just who was going to get them? That 
was arranged before the contracts were finally signed up? 

"Mr. HINSHAW. We did not think anybody would bid against us 
on the southern route. 

"The CHAIRMAN. It was understood, was it not, that those com
panies were gong to get those lines that did get them? That was 
the understanding of Mr. Brown? 

"Mr. HINSHAW. That was the way he worked it out. 
"The CHAIRMAN. And when Mr. Brown found out that be could 

not let them by extensions, I will ask you if you did not tell 
Mr. Woolman that Mr. Brown almost had a stroke of apoplexy 
when the Comptroller General's decision came out? 

.. Mr. HINSHAW. He probably did. 
"The CHAIRMAN. He did not want to advertise them? 
"Mr. HINSHAW. I think that is the way he wanted to do it." 
D. M. Sheaffer testified that he was chairman of the executive 

committee of the Transcontinental Air Transport; that he was 
present at the conference and that the air-mail operators who were 
present found it very dimcult to agree on which route would go 
to which company, and that there was considerable controversy 
among themselves as to which company would get certain routes; 
that not being able to agree on all the routes, they finally reached 
the conclusion to let Postmaster General Brown act as umpire in 

awarding the routes; that it was evident that the Central Trans
continental route would be awarded to the Transcontinental Air 
Transport and the Western Air Express, providing they made a 
joint bid; that Postmaster General Brown was contemplating let
ting all the new routes by extensions and not by competitive 
bidding. 

Coburn, who was formerly president of the Aviation Corporation 
of Delaware, testified that he was present at the conference; that 
Brown expected that those granted any contracts or extensions to 
do as he said with reference to which lines that tried to get 
them; thi;tt after the Postmaster General made his statement at 
the initial meeting he said" I will leave you and you just go ahead 
and work it out." "We decided that we could not agree upon all 
the routes and thereupon we agreed to turn the matter over to 
the Postmaster General and we would abide by his decision. 
Brown said at the first meeting that 'we are going to establish 
these two transcontinentals and until those are establic;hed we 
are not going to exchange any certificates for contracts ncr am I 
going to make any extensions or any modifications in the method 
of paying for the mail ' "; that at that time it was thought that 
tl1e two transcontinental routes could be let by extensions with
out competitive bidding. It was understood during the confer
ence that the American Airways would receive the southern trans
continental route and the T.A.T. and Western Air Express would 
jointly receive the central transcontinental rout{!s; that he did 
not anticipate any trouble from the other two large companies, 
namely, United Airlines and the T.W .A., on the southern trans
continental route. He testified in part as follows before the 
Black investigating committee: 

"The CHAIRMAN. You surely did not fear any of the companies 
that would be in there would go back on their agreement? 

"Mr. COBURN. No, slr. 
"The CHAIRMAN. You knew that they would not bid? 
"Mr. COBURN. There was no formal agreement, but there was a 

general understanding. 
"The CHAIRMAN. Of course, it was not signed on the dotted 

line, but you knew as far as these three big companies were con
cerned there was an understanding there would be no bidding on 
the line formerly allotted to their brother lines? 

"Mr. COBURN. I did not fear any of those companies that I 
had dealings with would come in and bid. 

"The CHAIRMAN. You did not fear them? 
"Mr. COBURN. No, sir. 
"The CHAIRMAN. Why? 
"Mr. COBURN. I understood that they were not going to bid and 

I had a great deal of confidence in that. 
"The CHAIRMAN. That was the express understanding, that they 

would not bid? 
"Mr. COBURN. Yes, sir; but I did not know but that someone 

else would pop up. . 
"The CHAIRMAN. Would you have considered it ethically right 

according to the code of any standard of business that you have 
ever known to make an agreement that you would abide by that 
action and then bid contrary to that agreement? 

" Mr. COBURN. I would not. 
"The CHAIRMAN. You did not have to put it in writing, did you? 

There is such a thing even in the aviation business as a gentle
man's agreement? 

"Mr. COBURN. You see, Mr. Chairman, so far as I was concerned 
there was only one route I wanted to bid for. We left it to the 
Postmaster General to tell us where we were to operate and how 
to go to work." 

A great part of the strongest evidence showing collusion and a 
combination to prevent competitive bidding has come from the 
sworn testimony of the air-mall operators themselves before the 
Black investigating committee. By their own admissions they 
have proven their own case against themselves. The record of the 
evidence before the Black investigating committee is full of dam
aging admissions and confessions made by representatives of the 
air-mail companies whose contracts were annulled by Postmaster 
General Farley. 

In connection with the passage of the McNary-Watres Act there 
was much logrolling and political pressure brought to bear upon 
Members of Congress by the air-mail contractors in favor of the 
bill's passage, and Lehr Fess, son of Senator SIMEON FEss, was 
employed by one of the air-mail companies--the National Air 
Transport-to assist in the passage of the bill in the Senate. For 
his 2 days' services he was paid a fee of $3,000. 

Col. Paul Henderson, vice president of the United Aircraft & 
Transport Co., who loaned '$10,000 to Chase Gove, Deputy Second 
Assistant Postmaster General, whose office had charge of the Air 
Mail Service, and then destroyed the notes for the loan without 
ever receiving any payment on the loan, testified before the Senate 
investigating committee that he was present at the spoils con
ference; that Brown stated at the opening meeting that he 
believed that he had a right under the Watres bill to extend geo
graphically the lines of certain or all of the present air-mail opera
tors to include territory that the operators wanted to serve with 
air mail but which was not being served; that the plan outlined 
by Brown avoided competitive bidding and he told us that he 
wanted us to agree among ourselves upon a division of the routes. 

Soon after MacCracken was elected chairman of the meeting 
Henderson said to him, "Bill, I wish that you would adjourn 
this meeting immediately." He told him that he thought that it 
was a great mistake to go on with the meeting further until they 
had some more definite information about the legality of the plan. 
In reply, MacCracken told Henderson that he was crazier than 
hell a.nd that he would not adjourn the meeting. Henderson also 
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told Cuthel, of the American Airways, that he thought the meet
ing was an improper one and should be adjourned; that Congress 
had refused to eliminate competitive bidding, and that now Brown 
was offering a plan which had practically the objective of avoid
ing competitive bidding through the process of extension and 
subcontract. However, Henderson remained throughout the entire 
conference, and only those air-mail contractors who were present 
at the conference were recipients of various extension routes. 

Col. L. H. Brittin was present at the conference, representing 
Northwest Airways, and he has testified under oath that Post
master General Brown made up his mind to establish new routes 
after the passage of the McNary-Watres Act, without competitive 
bidding; that Brown called the operators together, handed them 
a new air-mail map, and told them to settle among themselves 
the distribution of the routes; that Brown stated on several oc
casions that he believed that the most efficient way of serving the 
country was by a monopoly of air lines; �t�l�:�~�a�t� the fact as to 
whether the conference was legal or not did not concern those 
present. Colonel Brittin said Brown told us specifically to "reach 
a.n agreement as to who would get each route and operate it." 

After the spoils conference closed, Brown was advised by the 
Comptroller General, in a ruling known as the " Winnipeg deci
sion " that the two transcontinental routes could not be awarded 
by the extension plan without competitive bidding. Thereupon 
Brown was forced to advertise the central and southern trans
continental routes for competitive bidding, said routes being first 
advertised for bids in August 1930. However, long before the 
routes were advertised it was understood that the American Air
ways would receive the southern route and the Transcontinental 
Air Transport and Western Air Express would jointly receive the 
central transcontinental route. 

On July 15, 1930, several weeks before the transcontinental 
routes were advertised for bids, D. M. Sheaffer, of the Trans
continental Air Transport, submitted a memorandum to his com-
pany, which read, in part, as follows: · 

" For the transcontinental north to Los Angeles it was the de
sire of the Post Office Uepartment that this be operated by one 
company, and as T.A.T. and the Western Air Express were the 
two important factors operating a large mileage on this route, it 
was the Postmaster General's suggestion that these two lines 
consolidate or in some manner work out an operating arrangement 
to that end. 

"The Postmaster General having indicated that he could and 
would arrange so that the air-mail contract award ·would be 
promptly made to the Central Transcontinental, providing the 
two companies organized for the operation of the service, T .A.T. 
got together with the Western Air Express on a plan to form and 
operate a company on the following basis, namely: 

" That our physical property on the line or route should be 
put into a new company at its depreciated value and any differ
ence on those property accounts should be made up by dollars on 
the basis of both companies having a like interest in the new 
transcontinental company; that a third, namely, the Pittsburgh 
Aviation Industries Corporation, which organization had done a 
great deal of valuable work in developing a new air line across the 
State of Pennsylvania, should have an equitable interest. 

"These negotiations have been carried on in detail in confer
ence with the Postmaster General, and the agreement submitted 
is the result. 

"It is believed that the arrangement proposed, while it seems 
to exact heavy tolls and contributions on the part of T.A.T., is 
the best that can be worked out, and, in all, after considering the 
many potential factors, that it will result most favorably and 
advantageously to the corporate interest of the Transcontinental 
Air Transport." 

The evidence disclosed that neither the Transcontinental Air 
Transport nor the Western Air Express desired to merge in order 
to get the Central Transcontinental route. They were forced to 
make the merger on account of Postmaster General Brown. They 
were given to understand that they would not get the route 
unless they joined together. Furthermore, Postmaster General 
Brown forced them to give the Pittsburgh Aviation Industries 
Corporation-a concern in which the Mellons were interested-a 
5-percent interest in the new company in exchange for an airport 
in Butler, Pa. 

Harris M. Hanshue, of the Western Air Express, wrote a memo
randum to W. P. MacCracken and J. Frye, which read in part as 
follows: 

"At �t�h�~� beginning of 1930, on the strength of the assurance 
of the Postmaster General, Western Air Express took over the 
Aeronautical Corporation of California and Standard Airlines, 
paying $1,000,000 in round numbers for stock in that company, 
whose most important asset to us was Standard Airlines. The 
deal for the Aeronautical Corporation was barely completed when 
we were advised by the Postmaster General that we must sell 
the Standard Airlines to Aviation Corporation and combine our 
Kansas City and San Francisco divisions with Transcontinental 
Air Transport. This did not sit well with our directors and they 
advised me to stand' pat' and insist on the Post Office Department 
giving us mail on our portions of the two transcontinentals. 
However, after the several conferences with the Postmaster Gen
eral I could see that this could not be done without a battle 
which might upset temporarily the whole plan and work a hard
ship on everyone, so I consented to make an attempt to merge 
the properties of the Transcontinental Air Transport and Western 
Air Express on the Central Transcontinental on a 50-50 basis. 

"As stated above this deal did not sit any too well with them I 
and increased our dissatisfaction with the way things were going. 
This feeling was not alleviated any when they were advised that 
we had to sell the Dallas route for $400,000 and take a $600,000 1 
loss on it and further, that we had to put up several hundred: 
thousands of dollars to buy Western Air Express stock at 55 when' 
the market is around 20. 

"To sum up, the directors of Western Air Express are not pleased 
with the deal given them by the Postmaster General, nor with the: 
merger with Transcontinental Air Transport whereby they lost 
their most valuable asset, the Alhambra Airport; nor with the , 
two phases of the agreement with Aviation Corporation; nor with 
the fact that they have to negotiate a loan to meet obligations! 
br·ought about by agreement, the emoluments of which they con-

1 

sider of doubtful value." 

[Here the gavel fell.] i 
Mr. BULWINKLE. Mr. Speaker, I ask unanimous consent. 

to proceed for 5- additional minutes. 
The SPEAKER pro tempore. Is there objection to the re-r 

quest of the gentleman from North Carolina? 
There was no objection. 
Mr. BULWINKLE. These two companies, against the' 

wishes of each, but under the instructions of Brown, made a . 
joint bid on the Central Transcontinental route which runs 
from New York to Los Angeles, via St. Louis and Kansas 
City. During negotiations relative to the merger the two 
companies could not agree upon the value of Alhambra Air
port, belonging to the Western Air Express, and agreed to 
leave the question of value of this airport to the Postmaster 
General. On July 30, 1930, Brown wrote Sheaffer, of the 
Transcontinental Air Transport, as follows: 

MY DEAR MR. SHEAFFER: After hearing from the representatives 
of the Treasury and Post Office Department who investigated the 
value of the Western Air Express airport at Los Angeles, I am 
appraising the land involved at $4,000 an acre as of the 1st day of 
January 1929. 

I have advised Mr. Hanshue of this figure, and he has stated that 
the same is satisfactory to the interests which he represents. 

The valuation placed upon this property by Brown was 
accepted by both companies. The Transcontinental Air 
Transport and the Western Air Express made a joint bid of 
97Ya percent of the maximum rate allowed on the Central 
Transcontinental route. Another company, the United Avi
gation Co., which was composed of three air companies, 
namely, Ohio Transport Co., Pittsburgh Airways, and United 
States Airlines, made a bid of 64 percent of the maximum 
rate on the same route. These were the only bids on the 
route, and when the bids were opened Second Assistant Post
master General Glover, who was in charge of the Air Mail 
Service under Brown, was away from Washington. When 
he heard about the low bid of United Avigation Co. on this 
route he wrote his deputy, Chase Gove, that he knew that 
he would not accept any strengthening documents to the 
bids, but wanted to be sure; that he wanted Earl Wads
worth, who was Superintendent of Air Mail, to go through 
the bids and have their failings all gleaned out for the Post
master General when he got home. 

Then, on September 12, 1930, Glover, who was still out of 
the city, wrote Gove that Henderson had just phoned him 
that Lou Holland phoned him that Letson had just wired 
his people in the East to lay off of the whole thing, and that 
he knew nothing to do except make the a ward to the high 
bidder and let it go. Mr. Glover was referring to the high 
bid of the Transcontinental Air Transport and Western Air 
Express. Letson, whose name was mentioned in this letter, 
was the owner of the United States Airlines, one of the three 
companies interested in the bid of United A vigation. On 
September 17, 1930, Glover wrote his deputy, Chase Gove, as 
follows: 

DALLAS, September 17, 1930. 
Your telegram to hand and your letter of the 13th. 
Well, the award has been made. Understand down here that 

Wedell Williams' plan to bring some kind of action against the 
Postmaster General, as Aviation Corporation did not carry out 
their bargain with them. Halliburton is going to make a state
ment saying the Postmaster General is really not requiring what 
he did in the ads. Take it that the award was not made to Pan 
American on South American route. 

Did not receive your letters until this morning, so could not wir-. 1 you regarding telegrams. 
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Believe we can work out of Aviga.tion bid. Halliburton is going 

after Letson and even Letson's stockholders do not approve of this 
action. 

Do not know what you told the Postmaster General, but there is 
no use recommending the a.ward be made to the high bidder and 
then getting cold feet and saying you will agree that we should 
throw out all the bids. We had all better stick together or we will 
all hang together. 

Believe we could make award to the W. Air and T.A.T. and make 
a statement along with it that no one would object to except the 
unsuccessful bidders. 

Tomorrow I hop over to Houston and there for Thursday and 
Friday, and then on to New Orleans, and should reach Washington 
Monday. 

Over 700 delegates to this convention and believe me it is some 
organization. Fight on between Luna for president and O'Rourke, 
of Brooklyn; some fight. May affect the organization. Spent half 
day in Fort Worth on post-office site. Well, until later, I am very 
truly yours. 

The low bid of 64 percent of United Avigation Co. was 
rejected and the high bid of 97¥2 percent of T.A.T. and 
Western Air Express was accepted. Soon after the a ward 
was made to these companies the Comptroller Geneul in
quired of General Brown why he had given this contract to 
the high bidder. In reply the Postmaster General advised 
that the low bid had been rejected because the company 
making same had not had 6 months' night-fiying experience 
over a route of at least 250 miles as was stipulated in the 
advertisement for bids. This night-flying experience re
quirement was placed in the advertisement at the suggestion 
of the then air-mail operators and W. P. MacCracken, Jr., 
according to the statements of Earl B. Wadsworth, superin
tendent of air mail, and D. M. Scheaffer, of the Transconti
nental Air Transport. This requirement was inserted for 
the purpose of preventing open competitive bidding because 
practically none of the independent passenger lines had the 
required 6 months' night-flying experience. Upon receipt 
of this information from Postmaster General Brown the 
Comptroller General held that the night-fiying requirement 
was illegal and unauthorized by law and therefore the low 
bid could not be rejected on that ground. Thereupon 
Brown, with the aid of his executive assistant, Harold 
Graves, sent a lengthy document to the Comptroller General, 
advising that the low bid was further rejected because it 
was not a responsible one; that the low bidder was not 
qualified or equipped to carry the mail on this route. Rely
ing upon the representations made by the Postmaster Gen
eral about this matter the Comptroller General finally 
agreed to make payments to the high bidder under the con
tract. Again, I remind you that the Western Air Express 
employed the services of Earnest W. Smoot, son of ex-Sena
tor Reed Smoot, to assist in this matter before the Comp
trpller General. After a favorable decision from the Comp
troller was received, Mr. Smoot sent in a bill of $15,000 for 
his services. 

Not only did the Transcontinental and Western Air Ex
press protest vigorously against the a warding of this route 
to the low bidder but MacCracken also detailed his objec
tions to the low bid. 

Chase Gove, Deputy Assistant to Assistant Postmaster 
General Glover, has made a written statement to the effect 
that he received the impression from Glover and Wadsworth 
that Postmaster General Brown was determined to award 
the contract to the high bidder; that Wadsworth told him 
that Brown wanted the contract awarded to Transconti
nental Western Air, the high bidder; that he was told by 
either Glover or Brown to find some grounds or reasons. by 
which they could disqualify the low bid of the A vigation Co.; 
that he was advised by either Brown or Glover to obtain 
from the representatives of the Transcontinental Western 
Air reasons why the low bid of the A vigation Co. could be 
disqualified; that he was requested to ask MacCracken to 
file a paper outlining his reasons why the low bid of the 
Avigation Co. should not be accepted; that he told Wads
worth that the whole matter was illegal; that he always 
tried to be a good soldier and obey orders; that he felt that 
he was doing wrong when he recommended the awarding of 
the contract to the high bidder; that he was just following 
instructions; that he thought it was a wise thing for him 
to stick by his recommendation to the Postmaster General, 

although it was against his better judgment, because he 
wanted to hold his job; that he thought that he was carry .. 
ing out the wishes of the Postmaster General; that he con .. 
scientiously and honestly believed that the Postmaster Gen .. 
eral was doing something which was against the best 
interests of the Department and the Government; that he 
felt he would suffer a demotion if he did not agree, and that 
he understood that no opposition to the Postmaster General 
would be tolerated; that he still considers that the award to 
the high bidder was improper. 

If this contract had been awarded to the low bidder in 
this instance, the amount paid to him up witil January 1, 
1934, would have been $4,974,686.92. During that period of 
time there has been paid to the high bidder on this route 
the sum of $7,578,624.60, resulting in a loss to the Govern .. 
ment of $2,603,937.68 on account of the contract being 
awarded to the high bidder. 

On the southern transcontinental route there was only 
one bid received. When this route was advertised there was 
the 6 months' night-flying experience requirement in it, 
just as in the advertisement for the central transcontinental 
route. There were several companies in the southern ter .. 
ritory, including the Delta Air Service, Wedell Williams Co., 
and the Southwest Fast Air Express, who were very de .. 
sirous of bidding on this route, but they had not the 6 
months' night-flying experience, and therefore did not bid. 
They did not know at that time that the night-fiying re .. 
quirement was contrary to law and were prevented from 
bidding on account of such a requirement. Mr. Earl B. 
Halliburton, who was operating a company in the South
west, was very eager to bid on this route, and would have 
made a bid in good faith on it if it had not been for the 
6 months' night-fiying experience, which his company did 
not have. It seems that Postmaster General Brown had 
very little admiration for Halliburton and that he wanted 
to take him out of the air-mail picture. Chase Gove, Deputy 
Second Assistant, has stated that Halliburton made a num .. 
ber of trips to the Post Office Department and that he got 
the impression that the Postmaster General would rather 
not deal with him as a contractor. Halliburton had sent 
some letters or telegrams, or both, to the Department 
threatening to expose what he believed to be irregularities 
in the air-mail set-up. 

On July 8, 1930, Halliburton wired William P. MacCracken 
as follows: 

when I and the other operators agreed that the Postmaster 
General should arbitrate the controversy regarding the air-mail 
route we believed he would act under whatever authority the 
Watres bill gave him without unwarranted delay. If the Watres 
bill does not give him the authority, then he should act under 
whatever authority he had prior to the enactment of the Watres 
bill. Unless he takes immediate action under the Watres bill 
and grants to the air passenger lines air-mail contracts in ac
cordance with the provisions thereof I shall be compelled to with
draw my consent to the Postmaster General to arbitrate the air .. 
mail routes and to demand not only the privilege of bidding on 
any route but shall take the necessary legal action to require a 
cancelation of any extension or route certificate that has been 
granted under the Watres bill. As chairman of the committee 
representing the operators, you will please advise me collect when 
and what kind of action I can expect the Postmaster General 
to take. 

Halliburton was giving the Postmaster General much 
trouble and he was very desirous of having some of the large 
air-mail contractors buy him out so that he would· get out 
of the picture. F. G. Coburn has testified before the Black 
committee that the American Airways bought out Halli
burton because Postmaster General Brown told him that 
they had to do so; that he told the executive committee 
what his company should do wider instructions from �B�r�o�w�~� 
so on August 23, 1930, the American Airways and Halliburton 
entered into a contract whereby Halliburton's company 
would be bought out by the American Airways for $1,400,000. 
This contra-et provided for the sale not to be consummated 
unless the American Airways secured the mail contract on 
the central transcontinental route. It was agreed in terms 
of the contract that Halliburton's company, known as the 
" Safeways ", would make a joint bid with the Robertson 
Aircraft Corporation, a subsidiary of the American Airways, 
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on the southern transcontinental route and that the con
tract, if awarded to these two companies, would be assigned 
to the American Airways. The American Airways agreed 
to pay Halliburton $1,400,000 in cash whenever the American 
Airways eventually received the mail contract for the south
ern transcontinental route. On the same day that the con
tract was entered into between American Airways on the 
one hand and Halliburton on the other,. another contract 
was entered into between American Airways and T.A.T. and 
Western Air Express. By the terms of this contract the 
Transcontinental Air Transport and Western Air Express 
agreed to purchase from the American Airways 20,000 shares 
of stock of the Western Air Express for $1,115,000 and also 
certain equipment owned by Halliburton's company for 
$284,500, making a total of $1,399,500. This contract was 
made contingent upon the American Airways receiving the 
southern transcontinental route and the T.A.T. and the 
Western Air Express receiving the central transcontinental 
route. Both of these contracts were executed in New York 
City and officials of all three companies were present when 
the agreement was made with Halliburton. 

In accordance with the terms of the contract Halliburton 
and the Robertson Aircraft Corporation, a subsidiary of the 
American Airways, made a joint bid on the route. Since 
there was no other bid the contract was promptly awarded 
and then assigned to the American Airways. Halliburton re
ceived his $1,400,000 and then retired from the aviation busi
ness. Halliburton has testified before the Black committee 
that the market value of his company was not over $700,000 
to $800,000, although he received $1,400,000 for it. F. G. 
Coburn, of the American Airways, has also testified before 
the committee that his company paid Halliburton much in 
excess of the real value of the assets of the company. Halli
burton would have bid on this route in good faith if it had 
not been for the night-flying requirement. He endeavored 
tc make a genuine bid with some of the large air-mail com
panies, but could not do so. He was informed through an 
agent that Postmaster General Brown said it would be neces
sary to sell his company out to the American Airways. He 
testified that Second Assistant Postmaster General Glover 
told him this: 

I will ruin you if it 1s the last act of my life. You have tried 
to buck this thing the whole way through and you are not going 
to do it. 

Halliburton had over a dozen modern planes, and was 
financially able to perform the contract. W. C. Skelly, Re
publican national Committeeman of Oklahoma, and a stock
holder in Halliburton's company, wired Halliburton as fol
lows on August 4, 1930: 

After a thorough analysis of the air-mall situation, I am firmly 
convinced that it would be for the best interests for you and 
your associates and Safeways to work out a consolidation with 
T.A.T. 

In reply Halliburton wired him: 
I do not intend to merge with or to become connected with, 

or associated with T.A.T., who prostituted the names of Lindbergh 
and Earhart to the general public and then ask the taxpayer to 
pay for such prostitution. If you care to sell your stock to 
T.A.T. I have no objection. 

On August 5, 1930, Halliburton again wired Skelly: 
I did not intend sarcasm by my wire. The Postmaster General 

will not permit any of the operators to merge with Safeways. 
Northwest Airways and others have been warned that if they 
interfere with plans of the Postmaster General they will not get 
any extensions or route certificates. 

On June 30 Halliburton wired D. M. Schaeffer, of the 
Transcontinental Air Transport as follows: 

I do not consider that I have anything to gain by waiting untll 
Congress adjourns. The Post Office Department should have acted 
on this matter more than a year ago, and if I could have secured 
the cooperation of those parties who now want me to cooperate, 
this matter could have long since been adjusted. It will be pos
sible for me to leave here tomorrow afternoon for Washington, 
and unless I have definite assurance that there is to be immediate 
adjustment, I shall demand the right to bid on all extensions 
and any routes, and I am in better position to do this than anyone 
else in business. 

Col. Paul Henderson testified before the Black committee 
that, according to Seymour, the general manager of the 

National Air Transport, Postmaster General Brown stated 
Halliburton was to be" baled" out of the business and that 
it was going to cost approximately $1,500,000 to get him out 
of the air-mail picture; that inasmuch as his removal from 
the business would be very beneficial to National Air Trans
port, in that it would remove competition, General Brown 
thought that National Air Transport should contribute ap
proximately $500,000 to get Halliburton out; that the 
National Air Transport, through Seymour, refused to make 
the contribution. 

Halliburton was a stormy petrel in the air-mail game and 
was evidently a thorn in Brown's flesh. For that reason 
Brown forced Halliburton to be bought out. 

On August 5, 1930, Erle P. Halliburton wrote Secretary of 
War, Partick J. Hurley, in part as follows: 

It is generally known in the industry that the Post Office De
partment intends that the Western Air Express and Transcon
tinental Air Transport are to organize an operating company for 
the transportation of mail over the central route from New York 
via St. Louis to Los Angeles, and that a subsidiary company of 
the Aviation Corporation is to be awarded a contract over the 
southern route from Atlanta, Ga., via Fort Worth, Dallas, and 
Los Angeles. 

This letter was written just after the two routes were 
advertised for open, competitive bidding and before any bids 
were made. 

As proof of Brown's favoritism to certain companies and 
his avowed purpose to prevent competitive bidding, I wish to 
read you a copy of a letter written by him to CaX>t. Thomas 
B. Doe on July 7, 1931: 
Capt. THOMAS B. DoE, 

Eastern Air Transport, Inc., Brooklyn, N.Y. 
MY DEAR CAPTAIN DoE: Your letter of July 2 has received careful 

attention. While I, of course, appreciate the desirabllity of cordial 
relations existing between the various interests that are carrying 
the mails by air, I am of the opinion that the Department ought 
not to be drawn into controversie& that are wholly outside of its 
jurisdiction. 

I have stated frequently to the air-mall operators that in the 
present state of the industry it did not seem the part of wisdom 
to invade each other's territory with competitive services, and I 
do not believe that money paid for postal service should be used 
to set up services to injure competitors. In pursuance of this 
policy I suggested the abandonment by the Pan-American Co. of 
the domestic field in the United States, and as a result of that 
suggestion you are now negotiating with the Pan American Co. 
for the taking over of their Atlantic City service. Their field is 
the international service in Mexico, Central and South America, 
and West Indies. Consistently with the policy outlined, it would 
seem improper for any of our domestic air-line operators to use 
mall pay to invade the peculiar field of the Pan American Co. 

For your information I have another letter from Mr. Vidal, of 
the Ludington Lines, protesting against the extension of your 
service to Atlantic City and again offering to carry the air mall 
from New York to Richmond at a figure of $1,000 a day under the 
compensation paid the Eastern Transport Co. 

Sincerely yours, 
WALTER F. BROWN. 

Maj. William B. Robertson, of St. Louis, offered to carry 
the mail from St. Louis to New Orleans for 40 cents per 
mile and failed to secure the contract and it was awarded 
to the American Airways by the extension plan, as follows: 

An extension south from St. Louis to Memphis; another 
extension north from Jackson, Miss., to Memphis; and a 
third extension from Jackson, Miss., south, to New Orleans. 
These two extensions made from Jackson, Miss., were at 
right angles to the original route. 

While we had offered to carry the mall at 40 cents a mile over 
the entire route, the contract was awarded to the American Air
ways to carry it for 63 cents a mile from St. Louis to Memphis 
and 89 cents a mlle from Memphis to New Orleans. The pay to 
my company under my bid would have been about $175,000 a 
year, while the pay to American Airways under its bid amounted 
to approximately $345,000 per year. 

This testimony was given under oath by Major Robertson 
before the Black investigating committee. 

W. A. Letson, of United States Airlines, testified before the 
Black committee that his company was given an air-mail 
contract from Kansas City to Denver without competitive 
bidding; that his company was one of the three companies 
forming the United Aviation Co., which made the low bid 
for the central transcontinental route. Letson protested 
vigorously because the low bid was not accepted. It was 
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generally understood that if Letson would withdraw his pro
test against the high bid of T.A.T. and W .A.E. on the central 
transcontinental route that he would be given the air-mail 
contract from Kansas City to Denver. Letson testified that 
Postmaster General Brown told him that he could be given 
this route either by competitive bidding or by the extension 
plan. The Postmaster General fw·ther advised him that it 
would be best for him to get the route by the extension 
method, because that could be accomplished at once. The 
extension could not be let originally to Mr. Letson's com
pany, because he had no air-mail contract route to which 
the extension could be made. Therefore, Postmaster Gen
eral Brown awarded the extension from Kansas City to 
Denver to the American Airways line and immediately had 
the American Airways to assign the line to Mr. Letson's com
pany. This was a mere subterfuge to avoid competitive 
bidding. Mr. Letson testified that he did not have any 
negotiations with the American Airways about receiving the 
assignment of this extension; that Postmaster General 
Brown arranged all the details for his company. 

F. G. Coburn, of American Airways, has testified before 
the Black committee that Brown-

Told us that he wanted to give the American Airways an exten
sion to Kansas City to Denver, and that he wanted the extension 
immediately sublet or assigned to United States Airlines; that the 
American Airways carried out General Brown's request, receiving 
the extension and immediately turned the same over to Letson's 
company without any negotiations or conferences between the 
American Airways and Letson. 

The original route from Milwaukee to Detroit was extended 
across Lake Michigan to Muskegon, Mich. This extension 
was awarded to the Northwest Airways, and immediately 
thereafter the extension was assigned to the Kohler Airlines. 
The Kohler Airlines were not eligible for an original exten
sion, and this method was used as a subterfuge to a void 
competitive bidding. This agreement was made at the re
quest of Brown, who wanted to take care of the Kohler Air
lines without competitive bidding. 

An amazing situation developed out of air-mail route no. 
32 out of Pasco to Spokane to Portland to Seattle. The con
tract was awarded to Varney Airlines on October 21, 1929, 
at the rate of 9 cents per pound, for a period of 4 years. 
This route was consolidated with route no. 5 on July 1, 1930, 
and then the rate was changed to $2.43 per pound. The fol
lowing figures were furnished by the Air Mail Superintend
ent of the Post Office Department: 

Amount paid previously to consolidation with route no. 5, 
$12,230.39. Estimated amount paid subsequent to consolidation, 
$1,019,500.78. Estimated amount that would have been paid if 
rate had remained 9 cents per pound subsequent to consolidation, 
$67,591.41, making an approximate loss of $951,938.37 to the Gov
ernment. The above figures a.re inclusive for the period starting 
September 15, 1929, to December 31, 1933. 

Clifford Ball, who was present at the spoils conference, 
has testified that he had an original mail contract from 
Pittsburgh to Cleveland; that he was desirous of having it 
changed for a route certificate; that Postmaster General 
Brown refused to make the substitution for him, advising 
him that he was not qualified to operate the line longer and 
that he had been guilty of violating the provisions of his 
contract; that Brown told him that if he would sell out his 
company to the Pittsburgh Aviation Industries Corporation 
(backed by the Mellons and other influential Republican 
leaders in Pennsylvania) he would arrange to get him a 
position with said company. Thereupon Ball was forced out 
of business by the following plan: It was agreed that Brown 
would give Ball a route certificate for his original contract, 
provided Ball would immediately on the same date assign 
the certificate to the Pittsburgh Aviation Industries Corpora
tion, who would operate the route under the name of Penn
sylvania Airlines; that Ball would be made manager of the 
Pennsylvania Airlines at a salary of $12,000 per year, 
although Brown had been contending that Ball was unquali
fied, unsatisfactory, and undesirable; that Brown had charge 
of all these details, including the fixing of Ball's salary. 
This arrangement was carried out and, after Ball's certificate 
was assigned to the Pennsylvania Airlines, Brown then ex-

tended, without competitive bidding, the route on to Wash
ington. The Pennsylvania Airlines could not be given an 
original route certificate for this route, as it had no original 
contract, and this assignment or subletting of the route 
certificate was a clear subterfuge to avoid competitive 
bidding. 

The records of the PGst Office Department show that for 
the period from �J�~�n�u�a�r�y� 1, 1931, to June 30, 1933, the Post 
Office Department had contracted for and authorized the 
payment for 28,000,000,000 pound-miles of air-mail service. 
There was actually used a little more than 11,000,000,000 
of pound-miles of air-mail service by all air-mail com
panies. This would show that 40 percent of the service 
which was paid for was used by the Department. The 
Government has paid to all air-mail companies from the 
fiscal year 1930 down to December 31, 1933, the sum of 
$78,084,897.09. Of this amount $46,832,937.54 was for space 
never used. Only two contracts were let by the Postmaster 
General under pretended competitive bidding; namely, the 
contracts for the Southern and Central Transcontinental 
routes. There were 25 extensions let by Brown, with a total 
length of 8,685 miles. Many of the extensions were longer 
than the original lines. Route no. 9 has been extended 
from 664 to 2,265 miles with 4 extensions; route 11 has 
been extended from 123 miles to 331 miles with 1 exten
sion; route no. 12 extended from 199 to 771 miles with 1 
extension; route no. 16 from 345 miles to 517 miles with 1 
extension; route no. 18 from 1,932 to 2,286 with 1 exten
sion; route no. 19 from 1,580 to 2,418 miles with 3 ex
tensions; no. 20 from 446 miles to 1,955 miles with 3 
extensions; no. 27 from 773- miles to 1,421 miles; no. 30 
from 1,208 to 1,538 with 2 extensions; no. 33 from 2,357 
to 3,579 miles with 4 extensions; no. 34 from 3,333 miles to 
3,996 miles with 2 extensions. 

Prior to the annulment of the· air-mail contracts three 
large air-mail companies-namely, United Aircraft & Trans
port Co., Aviation Corporation of Delaware, and the North 
American Aviation Co.-held about 92 ·percent of the entire 
air-mail business. There were only three small independent 
companies who held any mail contracts; namely, United 
States Airlines, Kohler Airlines, and National Park Airways. 
In the past the large air companie,s had interlocking direct
orates to a certain extent. The North American Co. is con
trolled by General Motors. The Aviation Corporation is 
controlled by E. L. Cord and his interests, and the United 
Aircraft & Transport by certain banking interests of New 
York. 

In conclusion, I have presented to the House the salient 
facts connected ·with the cancelation of the air-mail con
tracts, and again I state that I know of no person who is 
fair-minded and honest and who is not actuated by parti
sanship or pecuniary motives who can truthfully say that 
the United States Government should have continued pay
ing out enormous sums of money upon contracts which were 
procured through fraud and collusion and which were con
trary to public policy. The President of the United States 
and Postmaster General Farley and his assistants in the De
partment ought to be congratulated upon doing their duty 
even though it has subjected them to partisanship criticism 
and the Nation owes to Senator Black and his committee 
its gratitude for uncovering scandals, corruption, and fraud 
which are equal in every way to the scandals which we had 
under a former administration and which were known as 
the "Teapot Dome scandals." 

Mr. Speaker, I ask unanimous consent to revise and extend 
my remarks and to insert certain evidence I have here, 
which I did not read. 

Mr. TABER. Mr. Speaker, reserving the right to object, I 
think we should have some information as to what the evi
dence is. 

Mr. BULWINKLE. It is some of the testimony taken by 
the Black committee, and r.emarks of mine. 

Mr. TABER. How extensive is it? 
Mr. BULWINKLE. It will cover probably five or six 

letter-size typewritten pages. 
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The SPEAKER. Is there objection to the request of the 

gentleman from North Carolina? 
There was no objection. 
Mr. BYRNS. Will the gentleman yield? 
Mr. BULWINKLE. I yield to the gentleman from Ten

nessee. 
. Mr. BYRNS. May I ask the gentleman this question: In 

view of the evidence of fraud, collusion, and graft which the 
gentleman has detailed at least in part to the House in 
connection with the making of these contracts, after these 
facts were developed and brought to the attention of the 
Post Office Department, would not the Postmaster General 
and the administration have been put in the position of 
condoning what had been done if they had not taken some 
action with reference to .those who had profited illegally? 

Mr. BULWINKLE. It was the absolute duty of the ad
ministration to cancel these contracts. 

Mr. RICH. Will the gentleman yield? 
Mr. BULWINKLE. I yield to the gentleman from Penn

sylvania. 
Mr. RICH. If in the judgment of the gentleman there 

. was all of this collusion and graft that the gentleman has 
spoken of and he is desirous of doing everything to help 
the country, why does not the gentleman use the influence 
that he has in trying to see that a just trial is given these 
people, and if they are guilty let us put them where they 
belong. If they are not guilty, then let us exonerate them. 

Mr. BULWINKLE. Is the gentleman speaking of a crimi
nal trial or civil trial? 

M:r. RICH. I do not care what kind of a trial it is. If 
we have men in this country who are crooked, let us punish 
them; but I say they ought to have a fair trial. 

Mr. BULWINKLE. I agree with the gentleman. 
Mr. RICH. If the gentleman is interested in trying to 

see justice done, he will see that the men get a fair trial. 
Mr. BULWINKLE. It is just as much the gentleman's 

duty to do that as mine. [Applause.] 
[Here the gavel fell.] 
Mr. CHASE. Mr. Speaker, I ask unanimous consent that 

the gentleman may proceed for 1 additional minute in order 
to answer a question. 

The SPEAKER. Is there objection to the request of the 
gentleman from Minnesota? 

There. was no. objection. 
Mr. CHASE. Was the gentleman present on the :floor of 

this House when the Post Office appropriation bill came up 
for our consideration and at the time the statement was 
made by the very fair and candid chairman of the sub
committee, Mr. ARNOLD, that a considerable portion of the 
appropriation was for the payment of a subsidy? If the 
gentleman was present, did he vote "no" at that time? 

Mr. BULWINKLE. I do not remember being present 
when he stated that, and while I may have voted for a 
subsidy, what was going on with reference to these air-mail 
contracts was worse than any subsidy, and that is no excuse 
for the conduct of these companies; and I know the gentle
man's position. 

Mr. ARNOLD. The gentleman is also well aware of the 
fact that much of the fraud and corruption developed 
subsequent to that time. 

Mr. CHASE. Did any of this evidence that the gentle
man is presenting here develop subsequent to the latter part 
of February? 

Mr. BULWINKLE. I have forgotten when it was. 
mere the gavel fell.] 

�~�m�s�s�A�G�E� FROM THE PRESIDENT OF THE UNITED STATES--REPORT 
OF SECRETARY OF STATE (H.DOC. NO. 288) 

The SPEAKER laid before the House the following mes
sage from the President of the United States, which was 
read, and, together with the accompanying papers, referred 
to the Committee on Foreign Affairs and �o�r�d�e�r�~�d� printed: 
To the Congress of the United States: 

I transmit herewith a report by the Secretary of State 
recommending the enactment of legislation for the purposes 
described therein. 

The recommendations of the Secretary of State have my 
approval, and I request the enactment of legislation for �t�h�~� 

purposes indicated in order that this Government may carry 
out the projects and meet the obligations outlined in the 
report. 

FRANKLIN D. ROOSEVELT. 
THE WHITE HOUSE, March 21, 1934 . 

INTERSTATE AND FOREIGN COMMERCE COMMITTEE 
Mr. RAYBURN. Mr. Speaker, I ask unanimous consent 

that the Committee on Interstate and Foreign Commerce 
may be allowed to sit this afternoon, tomorrow, and Friday 
during sessions of the House. 

The SPEAKER. Is there objection to the request of the 
gentleman from Texas? 

There was no objection. 
LEGISLATIVE APPROPRIATION. BILL, 1935 

Mr. LUDLOW. Mr. Speaker, I move that the House re
solve itself into the Committee of the Whole House on the 
state of the Union for the further consideration of the bill 
(H.R. 8617) making appropriations for the legislative branch 
of the Government for the fiscal year ending June 30, 1935, 
and for other purposes; and pending that I ask unanimous 
consent that general debate close with this afternoon's ses
sion. 

Mr. SNELL. Do I understand the gentleman intends to 
just get to the reading of the bill this evening? 

Mr. LUDLOW. We will read the first paragraph. 
Mr. SNELL. That is satisfactory. 
The motion was agreed to. 
Accordingly the House resolved itself into the Committee 

of the Whole House on the state of the Union, with Mr. 
O'CONNOR in the chair. 

The Clerk read the title of the bill. 
Mr. LUDLOW. Mr. Chairman, I yield 25 minutes to the 

gentleman from New York [Mr. SrssoNJ. 
Mr. SISSON. Mr. Chairman, I am speaking in support 

of House concurrent resolution 32 introduced by the gen
tleman from Connecticut [Mr. KoPPLEMANN], which requires 
an investigation by the Federal Trade Commission of the 
conditions with respect to the sale and distribution of milk 
and other dairy produds in the United States. 

The question as to what action, if any, should be taken 
by the Federal Government in the way of furnishing some 
means of regulation and control of the production and dis
tribution of milk and other dairy products in this country 
is not only a nonpartisan question, but it seems to me that 
it is or should be a noncontroversial question. It is one of 
the most vital matters in which this House, the greatest 
parliamentary body in the world, can interest itself. Next 
to air and water, the most vital necessity in our physical 
life is milk. 

The need of a sufficient supply of pure, wholesome milk 
and milk products, the need of insuring to the consumers 
thereof a fair and not exorbitant price for milk and other 
dairy products, the need of securing to the producers of 
milk and other dairy products, the dairy farmers of this 
country, a fair price, the need of saving the dairy farmers 
of our country from ruinr now confronting them, the need 
of stabilizing the dairy industry, one of the most basic and 
fundamental industries of our country; these needs, I say, 
are so great and so pressing at this time that even as a 
new Member of this body, I feel no hesitation in directing 
the attention of every Member of the House to this subject. 

Milk has not, so far as I know, by the statute of any of 
the several States, been made a public utility, but I submit 
to you that it ought to be. 

I am asking that when the Kopplemann resolution, which 
has been referred to the Committee on Interstate and For
eign Commerce, is brought by that committee before you 
that you pass it because I believe-and before I shall have 
finished I expect to show you that through the study of 
this question and, in fact, I may say living with it, I have 
a right to claim I know something about it-that such an 
investigation as is called for by this resolution is the first 
step in insuring a fair price to the consumers of milk and 
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dairy products and a living price to the producers of milk 
and other dairy products, the dairy farmers of this country. 

It is not our purpose here to set up another administra
tion of the Federal Government. We want to secure for the 
record figures as to the cost of production of milk, the price 
necessary to be paid to the dairymen for fluid milk and dairy 
products. to enable them to have a little profit and to live, 
the lowest possible price to the consumers of milk and dairy 
products, and, of course, involved in this, what is a fair 
spread to the big distributors and the retail dealers of fluid 
milk. We want to find out if it is necessary and possible 
for the Federal Government to help the several States or 
parts of States composing each given milkshed to set up 
such authority or farm such an agreement as may be nec
essary to regulate and control the production and distribu
tion of this great utility with fairness to the producer, dis
tributor, and consumer. 

The dairy farmer is not here asking a hand-out from 
Uncle Sam. He does not want a subsidy; neither does he 
want a code impornd upon him by Federal authority. 

I am going to try to make you all see-as I know that 
many of you already do see-that this subject is a matter 
of Federal concern, of concern to the Congress, of vital 
pressing importance and one that should challenge the care
ful consideration of every Member of the House. 

Regardless of our antecedents or ancestors, from what
ever section of the country we may come, however we may 
divide, politically or otherwise, whether we came from dis
tinguished or obscure beginnings, there is one respect at 
least in whic we meet upon common ground, for with due 
apologies to one of our greatest American writers, the de
lightful Mark Twain, "We all were once babies." 

It is a concern of the Congress to help to remove means 
of oppression and means of injustice, barriers which may 
prevent the present generation and the coming generations 
from securing a fair start in life and a fair chance to earn 
a living and to live with the endowment of sound minds and 
sound bodies, and one of the vital things required to do this 
is to assure the present and the coming generations of a 
sufficient supply of milk and· dairy products at moderate 
prices; and in order to do this and also to help the coming 
of prosperity, to give that fundamental basic industry of 
this country-dairy farming-a share in the " new deal "; in 
other words, what they have not had for years, a "square 
deal", an opportunity to produce their product at a reason
able profit. 

I know that most of the Members of this House do not 
need to be told by me that the dairy farmer is in a sad 
plight, a plight as bad, if not worse, than the cotton grower 
of the South was in; and I ask that if we go along with those 
of you from the West who are attempting to help the wheat 
farmer and those of you from the South who are attempt
ing to help the cotton grower, that you assist not by means 
of a grant or subsidy, not by means of another alphabetical 
ad.ministration, but by this investigation of conditions, this 
basic industry of my State and of many of the other States 
of this country in taking its rightful place. 

We from the North know, as those of you who come from 
the other side of that river know, that this country is no 
longer sectional. We know that our interests are bound up 
with yours. We know that if your people suffer from pov
erty and economic ills, our people will eventually suffer 
from the same causes. We know that unless your people 
enjoy a fair distribution of the great wealth of this great 
country, our people cannot long enjoy the same good. 

The same lifeblood pulsates and flows through the veins 
and arteries of the whole Nation, and so I am asking you to 
give your attention and your help toward removing what 
injures these dairy farmers fox whom, in a very feeble and 
inadequate way, I am speaking today. 

I know that there are gentlemen from the South who are 
interested in this question. The gentleman from Texas [Mr. 
EAGLE] has forcefully spoken of the conditions in his State. 
I know that the able Member from Minnesota, Governor 
CHRISTIANSON, recognizes this as one of our great prob
lems; I know that my colleague on the other side o! the 

House, the able Member from the district adjoining my 
own, Mr. HANCOCK of New York, wants to help the dairy 
farmer; I know that my good friend and neighbor f ram 
New York, Mr. Cm.KIN, has been spending much time in an 
endeavor to help the dairymen of his section and of my 
own; I know that the brilliant and indefatigable Member 
from the Hudson Valley, Mr. FrsH, will support any move
ment which will help to stabilize this industry, which is 
one of the most imIY-Jrtant of his district ; the gentleman 
from Pennsylvania, Mr. CROSBY, who has introduced a res
olution for an investigation and has done much work on this 
subject, will favor a complete investigation; also the gentle
man from New York, Mr. WADSWORTH, will in the interest 
of the dairy farmers of New York State favor such an inves
tigation. 

Now, what does this resolution involve? It does not pro
vide for any junketing expedition or any expenditure of 
money, although, if necessary, I say that such an expendi
ture would be justified. The Federal Trade Commission was 
created as a fact-finding body, and while we know what 
many of the facts are, we need to have them made sus
ceptible of proof and put into the record. The Federal · 
Trade Commission should be authorized and directed to 
make this investigation. It is equipped to do it. The Fed
eral Trade Commission can call upon the Secretary of Agri
culture and the Agricultuml Adjustment Administration, 
which is now struggling with milk codes, to furnish its 
trained investigators and other personnel to assist. The 
Federal Trade Commission can call upon the Department of 
Justice to assist in this investigation, should it find it neces
sary to do so. This is a matter which cannot be handled 
adequately by any one of the States. We need some as
sistance from the Federal Government. We need the as
sistance of the Agricultural Adjustment Administration; and 
let me say that while I am opposed as representing the dairy 
farmers of my district-and I think I may say of many 
other counties in New York State-to the present proposed 
Federal milk code, still I have a great deal of admiration 
and respect for the present Secretary of Agriculture and I 
have a great deal of admiration and respect for and con
fidence in several of his subordinates in the Agricultural 
Adjustment Administration with whom I have come in con
tact while attempting to help the dairy farmers of my dis
trict. I have a right to speak to this House upon this 
question and to ask that eventually you all give your atten
tion to it. I have not only spent many days and nights in 
the study of this question with the dairy farmers themselves 
and with their leaders and with the Federal officials, but I 
have lived with this question. 

I attended the milk code hearings held in the early part 
of February in New York City and later continued in Syra
cuse at which a milk code or agreement was presented by 
the Agricultural Adjustment Administration for the pro
ducers and distributors in the New York milli;: shed involving 
the State of New York, the State of New Jersey, a large part 
of the State of Pennsylvania, the State of Connecticut, and 
a part of the State of Vermont. I believe that I was the 
only Member of this House who did attend those hearings 
and I did it at some sacrifice of comfort and time. 

I was very favorably impressed, as were most of the leaders 
of the dairy farmers who attended those .hearings, with the 
hearing Committee of Seven, of which committee Mr. Elmer 
Hayes was chairman. I came in contact not only with Mr. 
Hayes, but with two other gentlemen on the committee, Mr. 
Sadler and Mr. Stone; and while as representing the dairy
men of my section I am opposed to the code which was pre
sented there, I think there is no just criticism that can be 
made of any of the men who conducted the hearings or of 
the Agricultural Adjustment Administration. I came from 
those hearings convinced, as also did the leaders of the 
group of 35,000 dairy farmers, the New York State Producers 
Federation, that the Agricultural Adjustment Administration 
do not want to impose a code for the New York milk shed 
or for any other milk shed contrary to the wish of any sub
stantial proportion of the dairymen producers in such shed; 
and while we were last summer and fall in danger of having 
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an unfair milk code rammed down our throats, a code writ
ten not by or in the interest of the dairy farmers but in 
effect written by and solely in the interest of certain alleged 
cooperatives and of the big distributors, it is my opinion 
that that danger is past. 

The imposition of such a code was blocked by an effort in 
which I am proud to say I had some part, and when the 
attention of the Secretary of Agriculture and the Agricul
tural Adjustment Administration was called to the fact that 
the man who had supervised the preparation of this code 
was doing it in the interest of an alleged cooperative and 
certain big distributors, that certain official was asked to 
resign. 

I have been requested by an organization of 35,000 dairy
men-the New York State Milk Producers Federation-to 
try to get the Congress to order an investigation of the dairy 
industry, and pursuant to their wishes I had intended to 
offer such a resolution. Upon examination of the resolution 
prepared and offered by the gentleman from Connecticut 
[Mr. KoPPLEMANN] and after conferring with the Agricul
tural Adjustment Administration and the Federal Trade 
Commission, as well as with the leaders of the organization 
of dairymen for whom I am speaking, I came to the conclu
sion that the Kopplemann resolution would bring about the 
taking of the first step toward the goal which we are seeking. 

Now let me tell you one or two of the principal reasons 
why the passage of this resolution is of immediate necessity 
for the great city of New York and the State of New York, 
as well as for the several other States and parts of States 
which form a part of the New York milkshed. I believe, from 
talking with other Members of this House from various parts 
of the country, that conditions similar to those which I shall 
attempt briefly to describe obtain generally in the entire 
dairy industry of the country, differing, of course, in differ
ent localities. 

I shall, however, confine myself naturally to my own State 
and particularly to my own district, which I know more 
intimately. 

Last summer we had a milk strike extending through the 
greater part of the dairy sections of the State of New York. 
It cost a loss almost irreparable to many farmers, whose 
condition was already bad enough. It was aggravated by 
the outrageous and arrogant conduct of some units of the 
State police. There was some blood shed and there was 
danger of more. The condition of these same farmers today 
is not improved. It has been growing worse ever since, until 
today they are desperate. Bear in mind these farmers are 
Americans. Most of them American for generations back. 
They are individualists-rugged individualists, if you 
please-not given to herding together in turbulent mobs or 
taking the law into their own hands; and yet, desperate as 
many of them are, I shudder at what the coming summer 
may bring forth unless some glimmer of hope is held out to 
them whereby they may avert the ruin of lost farms, im
pending bankruptcy, and suffering from poverty on the part 
of their wives and children. We are, in the language of 
the gentleman from Texas [Mr. SUMNERS], " all in the same 
boat", and unless we protect the dairy farmers in getting a 
part of the new deal; unless we help to stabilize this basic 
fundamental industry we shall all go down together. 

Now, what I advocate as a remedy is not important. I be
lieve in State rights. I am, if you please, a strict construc
tionist. I believe in State control; but this is an interstate 
question. And why? Because as this investigation will 
show, the big dealers play off the milk producers in one State 
against the milk producers in another State and artificially 
create a surplus, thereby preventing the Milk Control Board 
or other regulatory boards of any of the several States from 
protecting either the producer of milk and milk products 
or the consumer of milk and milk products, and effectively 
thwart and render futile the effort of the State. governments 
to prevent these big cooperatives and big distributors from 
wickedly combining and fattening themselves upon the toil 
of the dairymen as well as upon the consumers of milk in 
the cities. 

I would not have you think that these dairy farmers-at 
least the ones whom I know-are holding out any threat of 

disorder or violence. These farmers are one of the bulwarks 
of our form of government and of our institutions. Of all 
our people they are among the most reluctant to resort, for a 
redress of grievance, to violence or methods other than the 
orderly processes of law and government. ·But even their 
patience, their endurance, may come to an end, for hope 
for them has been so long deferred that even their stout 
hearts may well become sick. 

The poet, Gray, immortalized the English farmer of many 
generations ago and well described his rugged, sterling 
qualities: 

Beneath those rugged elms, that yew-tree's shade, 
Where heaves the turf in many a mould'ring heap, 

Each in his narrow cell for ever laid, 
The rude forefathers of the hamlet sleep. · 

The breezy call of incense-breathing morn, 
The swallow twitt'ring from the straw-built shed. 

The cock's shrill clarion, or the echoing horn, 
No more shall rouse them from their lowly bed. 

• • • • • • • 
Oft did the harvest to their sickle yield, 

Their furrow oft the stubborn glebe has broke: 
How jocund did they drive their team afield! 

How bowed the woods beneath their sturdy stroke! 

I would that I had the ability of the poet to bring before \ 
you a picture of the plight of the farmers in what might be 
called the relatively prosperous districts of my own State. 
I am sure that my colleagues from the State of New York 
who represent dairy sections will all tell you that I do not 
exaggerate the plight and desperate need of these dairymen 
or overdraw the picture or overly stress the necessity . of 
affording them some relief. 

Bowed with the weight of unremunerative toil, carrying a 
heavy load of land taxes for county government and for 
schools, in many instances burdened with debt of mortgage, 
principal and interest, in not a few instances with taxes 
unpaid upon his farm for several years, receiving for his 
principal cash product, milk and milk products, for much 
of the time far less than the cost of production, the farmer 
sees little hope unless the oppressive monopolies and com
bines which prevent him from securing a fair price for his 
product may, through the intervention of the Federal Gov .. 
ernment, be broken up. 

I have tramped over the hills of Oneida and Herkimer 
Counties in my district, the heart of the Mohawk Valley, 
one of the richest milk-producing sections in the world, and 
I know the condition of these dairy farmers. I know that 
there is many a home right in these dairy sections in the 
Mohawk Valley where the farmer's children, even when milk 
brings the farmer only 3 cents a quart, do not have what 
every child should have for health, a quart of milk a day, 
because every quart of milk must go to the city to pay the 
interest on the mortgage and to keep the family from losing 
its home. The parents look forward in the summer to the 
coming of Labor Day with nothing but dread, because then 
is the time when they must scrape together a few more 
dollars to buy school books and shoes for the children so 
that they can go to school. These children are receiving 
less care, fewer pleasures, less nourishing food, and we find 
more cases of undernourishment among them than even 
among the poor in our great cities. And despite all this, 
these dairy farmers ask nothing from the Congress or the 
Federal Government except to help them get justice and 
fair play. 

Now, if we are to have an investigation, it should, of 
course, be unnecessary for me to tell you in any detail what 
the investigation will disclose; but I want to tell you enough.. 
if you do not already realize it, that you may appreciate 
the importance and necessity of passing this resolution. i 
shall attempt to speak only of conditions prevailing in the 
State of New York. And one of the purposes which I 
expect this· investigation will accomplish will be to show the 
unholy alliance existing between that alleged but not real 
cooperative, the Dairymen's League, and that great dis .. 
tributor, Borden's, of New York. 

I have been so fortunate in the course of my study of 
the dairy problem as to have the assistance and counsel of 
a man who I believe knows as much about this problem 
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as any man in the State of New York, and probably as much 
as any man in the country. I refer to Mr. John J. Dillon, 
the editor for many years of the Rural New Yorker, a paper 
which circulates throughout all of the dairy sections in 
the States of New York, Pennsylvania, New Jersey, Con
necticut, Vermont, and elsewhere. Mr. Dillon is something 
over 70 years young. He is recognized among the dairymen 
as their faithful friend and wise counselor, and as a thorn in 
the flesh to the pseudo-cooperatives and the gouging dis
_tributors. And for many of my facts in these remarks, and 
also for information which I hope to point out to the com
mission making this investigation, I am relying upon Mr. 
Dillon. 

Let me briefly outline the history of the centralized dairy 
organization in the State of New York. 

In this State we have a typical example of centralized 
dairy organization at its worst. Eighteen years ago our 
dairy farmers organized themselves into a simple form of 
association and succeeded not only in increasing the price 
of their milk without extra cost to consumers but united 
all the commercial milk producers in the State in one 
association known as the " Dairymen's League." 

In 1920 the management reorganized into a typical cen
tralized corporation, namely, the present Dairymen's League 
Cooperative Association, Inc. It then formed an alliance 
with the Borden Mille Co., which has by far the largest milk 
outlet in the New York metropolitan market. This unholy 
alliance promptly proceeded to divide the once-united farm
ers into groups. One of these groups was the reorganized 
Dairymen's League. 't'hese dairymen were tied up in an 
iron-bound contract to sell all their millc through the Dairy
men's League, to accept whatever price was returned, and to 
waive their right to an accounting. The contract authorized 
the association to make deductions from the milk bills for 
expenses and for capital fund in any amount required by the 
management. With the funds so collected the Borden
league alliance then bought up at fabulous prices the busi
ness of about two dozen of Borden's successful competitors. 
The profitable distributing end of these businesses was ab
sorbed by Borden's. The country receiving plants were re
tained by the association. 

Dairymen who were unwilling to sign the one-sided iron
bound contract were then coerced into doing so. The 
Borden Co. would buy only through the Dairymen's Leai::,aue. 
The league would handle the millc only of those who signed 

' the contract. The combination-league and Borden---con
-trolled more than 400 country receiving plants. When there 
were two or more plants in a neighborhood they closed and 
dismantled all but one. The farmer could sign the contract 
and deliver milk to them or sell his cows. 

The State and Federal law exempts the league as a farm 
cooperative from restraint-of-trade laws. The monopoly 
control by the alliance existed without apparent technical 
legal violation of antitrust laws. 

Under the sales plan the Borden's supply of milk is 
shipped daily on consignment for a month. It is sold for 
fluid conswnption of millc and cream and for manufacture 
in nine classes, depending on the use made of it, and a de
scending price for each class. This is the so-called "classi
fied or blended price plan." The dealer makes the record 
of the volwne sold in each class. There is no way to check 
this record. The dealer works out a blended price which he 
is to pay the league per 100 pounds for all the millc. The 

-1eague then works out a blended price for all milk it handled 
for the month, makes its deductions, and on the 25th of the 
fallowing month the farmer for the first time learns the 
price of the milk he delivered the previous month. In effect 
the millc is handed over to the dealer with the privilege of 
making his own price for it. 

In the early part of 1933 the price of milk to the farm was 
so low that a State law in New York authorized the State 
milk control board to set a minimum price to producers and 

·a maximum price to consumers. The Dairymen's League 
opposed the fixing of the higher price to farmers, but with 
other dealers approved the higher price to consumers. A 
"joker" in the law, however, authorized the Dairymen's 

League to make deductions on returns to its producers for 
alleged services. In consequence, its price to producers has 
been from 40 to 50 cents a hundred pounds less than others 
paid. This allowance made it possible f or the league to cut 
prices in its capacity of a dealer to consumers and retail 
distributors and take the difference out of its returns to pro
ducers. This practice has broken down the city price and 
left the State board powerless to enforce its city price regu
lations. As usual this chaos has resulted in a reduction in 
the price to farmers. This plight in the local industry is 
due to the classified-price plan insisted upon by the league
Borden alliance and the "joker" in the State law which 
compels other dealers to pay farmers the price fixed by the 
board but allows the alliance to pay its producers less. 

From the time the league-Borden alliance was formed, 
in 1920, to the early part of 1933 the farmer's share of the 
conswner's dollar was reduced from 36 cents to 15 cents 
and the dealer's share increased from 64 cents to 85 cents. 

The league earns no profit. Its business as distributing 
dealer is run at a loss. 

In 1916 the Borden Co. had common stock of about $30,-
000,000, on which it paid various rates of dividend up to 12 
percent. Since the alliance its $7,000,000 of preferred has 
been liquidated. Its capital stock is now about $9G,OOO,OOO. 
In 1931 it reported a net return of 38 percent after executive 
salaries, depreciation, and all taxes were deducted. Pro
ducers have no information of the volume of their millc 
that goes to the Borden Co. or of the blended price paid the 
league for it. They were obliged to waive an accounting in 
the contract with the league. 

Figures as to the enormous profits of distributors in sev
eral of the milksheds have recently been made available 
through an audit by the Agricultural Adjustment Adminis
tration. No such audit has been had as yet of the dis
tributors supplying the New York City market. It is, how
ever, some indication of their profits that in the report re
cently made by the Federal Trade Commission to the Senate 
the combined salary and bonus of Arthur W. Milburn, direc
tor and president of the Borden Co. of New York, during 
the 6 years, 1928-33, inclusive, average well over $150,000 a 
year, the best year for Mr. Milburn, namely, 1931, being 
$180,030 and a comparatively poor year, namely, 1933, being 
the paltry sum of $100,000, while the salary of one Patrick B. 
Fox, vice president of Borden's, was $101,645 in 1930 and 
$104,040 in 1931. For some reason his salary is not reported 
either prior or subsequent to these 2 years. 

The Dairymen's League has liabilities of $26,000,000. Of 
this $13,000,000 is due farmers on certificates of indebted
ness; and $3,500,000 on account for millc; and $3,450,000 for 
loans from the Federal Government. The remainder is due 
on open accounts. 

The Dairymen's League has handled more than $80,000,000 
worth of milk in a year. Its expenses for a single year have 
been up to $29,000,000. It has never given its producers a 
complete detailed monthly accounting, nor a full profit-and
loss monthly statement for the association. Its producers 
do not have access to its annual statement. 

The officers of the Dairymen's League are the only 
trustees I have ever known exempt from the obligation to 
make an accounting to their wards. ' 

I have refrained from going into detail as to the waste 
and extravagance of the Dairymen's League and Borden's; 
the abuse and punishment of individual dairymen; and the 
loss and scandal that must ultimately result, if this auto
cratic and unaccountable combination is permitted to con
tinue to the inevitable end. It has already demoralized a 
great industry and driven its helpless patrons to the brink 
of ruin. 

The Dairymen's League and Borden's are at this very 
moment attempting to rewrite the milk control law of my 
own State and perpetuate their vicious alliance, and by plac
ing a former director of the league in control of the dairy 
industry enable them to continue to exploit the dairymen. 
For these reasons this investigation is of vital importance. 
Do not ignore the cry of my people and your people. 
[Applause.] 
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Mr. ARENS. Will the gentleman yield? 
Mr. SISSON. I yield. 
Mr. ARENS. The Borden's are distributing agents, and 

the New York Dairymen's League gathers the milk and 
dumps it into the lap of the Borden's, and they take the 
profit. 

Mr. SISSON. The gentleman is correct in his statement. 
Through the Borden's and the Dairymen's League they have 
secured an exemption from the New York milk control law, 
so at the present time the Dairymen's League is exempt 
from the milk control law. We cannot do a thing; they can 
pay the producers any price. 

Mr. KV ALE. Will the gentleman yield now? 
Mr. SISSON. I will yield now to the gentleman from 

Minnesota. 
Mr. KVALE. I greatly sympathize with the gentleman's 

remarks. Will he permit me to read a few figures into his 
speech? 

Mr. SISSON. I will not object to incorporating them in 
my remarks, but at this moment I should like to complete my 
statement. 

The representatives of Borden's and the Dairymen's League 
are in the legislature at Albany right now trying to rewrite 
the milk control act. 

Mr. CULKIN. Will the gentleman yield? 
Mr. SISSON. I will yield to my colleague. 
Mr. CULKIN. I notice a control law has been intro

duced into the New York State Legislature and places 
the Dairymen's League and all other cooperatives under the 
milk-control board. In other words, it is broader than the 
former statute, as I understand it. 

Mr. SISSON. If I am wrong I wish the gentleman to 
correct me. I received word this morning that the Dairy
men's League and other cooperatives are exempt. By con
tract it enables them to take out a certain number of cents 
per pound for expenses. Am I not correct? 

Mr. CULKIN. I understand that in the proposed statute, 
and it is in its initial stages now, that advantage is elimi
nated. 

Mr. SISSON. I hope the gentleman is correct. That will 
be an advance. 

Mr. CULKIN. I do not predict the ultimate passage of 
the statute, but that is the form in which it is now. 

Mr. BLANCHARD. Mr. Chairman, will the gentleman 
yield? 

Mr. SISSON. Yes. 
Mr. BLANCHARD. I take it from what the gentleman 

says that he is in general accord with the New York milk 
control law? 

Mr. SISSON. I believe the control law was a great step 
in advance; but the law has certain defects, as every Mem
ber of Congress from the State of New York knows. I think 
milk should be made in effect a public utility. I think 
appointment to the board and power of removal should be 
in the hands of the Governor. I do not care whether he be 
Democratic or Republican, the power of appointment and 
removal should be vested in him and not in a board, and the 
members of that board at the present time-at least two out 
of three-hold their office ex officio. They are heads of 
other departments, and that is one of the defects of the law. 

Mr. BLANCHARD. What I had in mind was this: New 
York and other States are putting into effect State-control 
laws, and, of course, the purpose is proper, to control milk 
so that the producer may be assured of a decent price. 
Yet I am informed that the A.A.A. now tells state authorities 
of those States where they attempt to enforce their State 
control laws that it, the A.A.A., will not enforce licenses. 
Of course, that is getting into another field, but that is the 
situation, which brings State authorities and State control 
in direct confilct with the A.A.A. 

Mr. SISSON. I agree with the gentleman, but I think 
the A.A.A. is endeavoring to help them. As gentlemen here 
know who are interested in this subject and who are trying 
to protect the farmers, they did attempt to ram a Federal 
code down our throats, but we blocked it, and I am proud 
to say that I had a part in it, and certain other gentlemen 

in this body had a prominent part in it also. That danger 
is past. Their present position is that they have nothing 
to sell. I represent directly 35,000 dairymen, and indirectly 
I represent the dairymen of New York State, and my friend 
from New York, Mr. WADSWORTH, and my friend from New 
York, Mr. CULKIN, are also representing them from the 
whole State, and I am opposed to the proposed Federal code, 
very much opposed to it. It is no improvement over the old 
dairymen-league plan, or the blended-price plan, or the 
classification plan, or the equalized plan. Let the Federal 
Government put us and put the public in possession of the 
facts and enable us to set up an interstate agreement or 
some authority. We do not want another administration; 
we do not want another code. 

Mr. CULKIN. Mr. Chairman, will the gentleman yield? 
Mr. SISSON. Yes. 
Mr. CULKIN. The gentleman is experienced in this field. 

He has studied it closely. Does he not believe that for the 
protection of the producer in New Jersey, Pennsylvania, and 
New York there must be some control of the interstate 
phases of this through the A.A.A.? 

Mr. SISSON. I absolutely agree with my friend. 
Mr. CULKIN. We must have that. otherwise the effect 

of the State control law would be nil. 
Mr. SISSON. But not through such a code as at present 

proposed. 
Mr. CULKIN. There must be some code to control that 

phase of it. 
Mr. SISSON. Possibly so, or something to be worked out 

in the future. 
Mr. CULKIN. Some arrangements between the States. 
Mr. SISSON. Yes; that is absolutely necessary. 
Mr. ARENS. And the purpose of the gentleman's investi

gation would be to lay the facts before the Congress so 
that we could legislate properly at the next session. 

Mr. SISSON. That is the only purpose, merely to put the 
facts on record. 

Mr. ARENS. To get the real facts. . 
Mr. SISSON. And to put them on record so that they 

will be susceptible of proof. Mr. Chairman, I spoke of the 
Borden's a moment ago. There has been an audit showing 
the profits of the great distributors in many of the large 
markets. There has been no such Federal audit for the 
New York City market, which takes in several States in 
its milkshed. I spoke a few minutes ago of the enormous 
profits of the Borden's and of the enormous salaries and 
bonuses of some of their directors. I have no objection 
to a man's getting what he is worth, but it should be borne 
in mind that the milk farmers of my section are unable 
to pay their taxes, and when they cannot get 3 cents a quart 
for their milk, these salaries seem out of proportion. 

Dr. Spencer, of Cornell, was called upon, not by the 
farmers of my section, not by the farmers of Pennsylvania 
or New Jersey, but by the Milk Control Board of New York
and 2 of the 3 members at least were in sympathy with 
the Borden's-to make an investigation, and his report 
showed that during the past 3 years the farmer of New 
York State got for his time, as payment for his wages, 
milking cows-for the only cash product that in at least 
30 counties the farmers have, namely, milk and milk 
products-less than 2 cents an hour. I do not know 
whether those figures are correct or not, but I am accept
ing his conclusion, because he is a witness against and I 
cite him as an adverse witness. 

The CHAffiMAN. The time of the gentleman from New 
York [Mr. SISSON] has expired. 

Mr. LUDLOW. Mr. Chairman, I yield 2 additional min-
utes to the gentleman from New York. 

Mr. KV ALE. Will the gentleman yield? 
Mr. SISSON. · I yield. 
Mr. KVALE. I have been very glad to hear the gentle

man has expressed himself so positively, but I wanted to 
have him make his position clear. I should like to have 
the gentleman from New York point out before he con
cludes that he prefers an investigation by the Federal Trade 
Commission, a quasi-judicial, fact-finding body, rather 
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than to have the Investigation by the House or Senate, 
where political considerations may enter in and where it 
would not be as thorough-going as if the Federal Trade 
Commission conducted it. 

Mr. SISSON. The gentleman states my position thor
oughly. I have great respect and confidence in several 
of the men in the A.A.A. who will assist in this investigation. 
I know they are in sympathy with the investigation. They 
are willing to furnish their trained investigators and per
sonnel, if called upon by the Federal Trade Commission, to 
assist in that investigation. I doubt if it will call for any 
appropriation whatever from us. 

Mr. HENNEY. Will the gentleman yield? 
Mr. SISSON. I yield. 
Mr. HENNEY. Is not the Borden Co., to which the gen

tleman ref erred, the same company that has the slogan, 
"Contented Milk from Contented Cows"? [Laughter.] 

Mr. SISSON. I think that is the Carnation OJ. 
Mr. HENNEY. I think the gentleman will agree the con

tentment goes baclc to the men who receive the salaries. 
Mr. SISSON. The gentleman will agree that the farmers 

are not contented, and neither are the consumers. 
Mr. HENNEY. Absolutely. 
[Here the gavel fell.] 
Mr. SISSON. I ask leave to revise and extend my re

marks. I wish to incorporate herein certain figures fur
nished me by my friend from Minnesota [Mr. KVALE] which 
furnish further evidence that the big distributors are ex
ploiting the dairymen. 

The matter referred to fallows: 
ExHIBIT A 

National Dairy ProdtLcts Corporation, 12 months ending Dec. 31, 
1932 

Cash salary 
Thomas H. Mcinnerney, P.D. mem. ex comm ____________ $168, 000 
J. F. Bridges, V .P-------------------------------------- 31, 641 
V. P. Hovey, V.P--------------------------------------- 35, 000 
Wilbur S. Scott. V.P----------------------------------- 46, 666 
G. H. Suplee, V .P------------------------------------- 23, 493 
L. A. Van Bomel, V.P----------------------------------- 70, 000 
A. A. Stickler, T. and D-------------------------------- 23, 333 
Charles R. Bowman, D. ex sub co_______________________ 44, 681 
H. N. Brawner, Jr., D. and ex___________________________ 28, 250 
J. L. Kraft, D. and ex sub co___________________________ 75, 000 
Federal Trade Commission report-The Borden Co., New York, 12 

months ending December 1932 
L. Manuel Hendler, chr. southwestern dist ________________ $42, 600 
John Lefeber, D. chr. Wisc. dist_________________________ 20, 000 
Robclifl', V. Jones, asst. to V .P--------------------------- 26, 000 
John B. Lewis, D.V .P------------------------------------ 55, 000 
John Lafeber, D. Chr. Wisc. Dist_________________________ 20, 000 
Arthur W. Milburn, D. and chief exec ___________________ 108, 350 
Stanley M. Ross, D. chr. Ohio-Ind. dist__________________ 20, 000 
Wallace D. Strack, D.V.P-------------------------------- 46,133 
Arthur G. Milbank, chr. bd_____________________________ 23, 200 
Patrick D. Fox, V.P------------------------------------- 57, 433 
Merritt J. Nor ton, V .P----------------------------------- 14, 400 
Ralph D. Ward, V .P------------------------------------- 34, 833 

Mr. McLEOD. Mr. Chairman, I yield 15 minutes to the 
gentleman from Nebraska [Mr. HOWARD]. 

Mr. HOWARD. Mr. Chairman, among the manifold for
ward steps taken by President Roosevelt in an effort to eradi
cate graft and shame from the official atmosphere in Wash
ington, I believe his successful etiort to curb lobbying in the 
Federal departments by men officially connected with politi
cal-party organizations has been the most courageous. The 
older Membership in the House will recall that on several oc
casions I have addressed the House on this subject, and that 
on two occasions I introduced a bill to forbid an ex-Member 
of either House of Congress practicing for pay before any 
department of the Government during a term of 2 full years 
following his retirement from Membership, either voluntarily 
or through " lame duck " proceedings. I have regarded this 
evil as so monstrous that in my bill I asked for a prison 
term to be visited upon any ex-Member who should violate 
the plain provisions of the legislation which I had intro
duced. It follows naturally that at this time I am highly 
gratifield by the attitude of President Roosevelt toward 
official lobbyists, and I am hoping he will go further and 
ask legislation in harmony with my own bill to forbid lobby
ing by ex-Members for a term of 2 years following their 

retirement, and with a prison reward for such ex-Members 
as shall run counter to such legislation. 

A few days ago the Membership of this House listened 
with rapt attention to a brief but interesting address by our 
distinguished colleague from Pennsylvania, Mr. McFADDEN. 
Indeed, his addresses are always interesting, and always, 
until this day, I had found him to be whole-heartedly fair 
and just in his dealings with subjects, both personal and 
material. However, on this particular occasion the gentle
man was not whole-heartedly fair with reference to a friend 
of mine, and, in the absence of that friend, it is my high 
privilege to inform the gentleman from Pennsylvania of his 
error in neglecting to picture to the House one of the beauti
ful characteristics of my friend while picturing some of his 
characteristics which he regarded as not so beautiful. I am 
fully persuaded that in so doing my colleague had no thought 
of carrying to the ears of his hearers an untrue word-picture 
of my friend. His record of the years here in the House does 
not stamp him as one guilty of painting untrue pictures. 
My thought is-and I believe I am right in entertaining the 
thought-that my Pennsylvania colleague was uninformed 
regarding the merits of my friend whom he assailed, and for 
that reason alone he was incapable of painting a fair and 
unbiased word-picture of Arthur Mullen, Democratic na
tional committeeman for Nebraska, who is the friend in 
whose behalf I now am speaking. 

I know nothing about Arthur Mullen's connections as an 
attorney with the Henry L. Doherty interests, but it 
seems very odd to me that he should be listed as an official 
spokesman for that prince of the house of privilege, who has 
astounded the world by his financial legerdemain. I say it 
is difficult for me to understand that he should have such 
a connection when the fact remains that all during the past 
year Arthur Mullen has been laboring, and successfully, to 
enable many districts, many towns, and many communities 
in Nebraska to secure Federal approval of projects, having 
for object the harnessing of the waters in the wonderful 
rivers in Nebraska for the purpose of setting them to the 
task of generating electric energy in competit ion with the 
Power Trust and distributing it among the people a.t a rate so 
low as to enable all Nebraska to get out from under bondage 
to the Coal Trust and the Electricity Trust. 

Our Pennsylvania colleague infers that my friend Arthur 
Mullen has been reaping magnificent fees as an attorney for 
his services in behalf of interests which he represented be
fore the several departments of the Government. Now, it is 
my happy privilege to tell my colleagues that from my own 
personal knowledge, Arthur Mullen, without fee or hope of 
reward, took the leadership in behalf of a score or more 
projects filed by cities, towns, communities, and districts in 
Nebraska for P.W.A. aid in the construction of various public 
improvements, including two hydroelectric projects involving 
an ultimate expense of practically $20,000,000. How do I 
know that he gave his valued services without hope of fee 
or reward? I speak from my personal knowledge when I 
say that in behalf of the great hydroelectric project at Co
lumbus, Nebr., I approached Arthur Mullen in my capacity 
as the representative of the board of directors of that dis
trict and secured from him his pledge that he would repre
sent our district as attorney and adviser without hope of 
any fee or reward of whatsoever name or nature, but only 
the reward of his own approval of having put forth best 
effort to serve the interests of the people of his own be
loved native State. Our Pennsylvania colleague did not 
know the fact I have here stated, else he would have pre
sented it at the same time he was presenting another side of 
Arthur Mullen, and I am quite confident that at fir st oppor
tunity the splendid McFADDEN will pay tribute to the mag
nifi.cent side of Arthur Mullen as a servant of the people of 
his home State. 

I speak of our colleague from Pennsylvania as mag
nifi.cent, and so he is. He is magnificent along many lines, 
but particularly in point of courage. Time and again 
through the years of our mutual service here I have seen 
him bare his breast to the javelins of those financial 
pirates who held absolute control over the financial policies 
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of our Government until recent days. It was not easy for 
Mr. McFADDEN to do this. He was a Representative from 
a State wherein-until recent days-the average politician 
would not recognize a progressive principle of government 
if he should meet it in the middle of the road, and if per
chance he did recognize it, he would shoot it if he had his 
pistol along. I want now to express the belief that LoUIS T. 
McFADDEN has performed a service in this House on par in 
value with that of any among us here. Often I have been 
charmed and thrilled by the courage and ability of him 
when assailing many of the financial pirates of high degree, 
and particularly when he would sometimes wrap barbed 
wire around his shining lance and hurl it into the belly of 
a financial pirate whose name sounds like the sweetest 
morsel that ever tickled the tooth of a Senegambian, and 
that other servant of the financial pirates whose name 
reminds us more or less of the rumbling of a carpet sweeper. 

Particularly I recall one occasion when Mr. McFADDEN 
came before us here and tried to paint a word picture of 
the infamy of some of the Mellonites who were despoiling 
both Government and people by their financial machina
tions. He admitted that he could not find words to shrivel, 
parch, or burn commensurate with the merits of those evil 
ones. He told us how he had traveled far and near in 
search of symbols of inf am.y; how he had thumbed the 
annals of ancient Egypt and of Rome; how he had stood 
beside the traitor in his cell; how he had read portrayal 
of the characters of Judas Iscariot and Aaron Burr, and 
yet in all his search had found no characters in whom were 
gathered and combined the infamies attaching to those 
two Mellonites always made object of his scathing 
denunciations. 

I am praying for a long and useful life to LoUIS T. McFAD
DEN, to the end that the example of his courage and his devo
tion to the premier principles upon which our Republic has 
been so safely builded may lead many of us to better service 
here, and at the same time-I am believing that in the first day 
of opportunity the splendid McFADDEN will be brave enough 
to rise in his place in this House and admit that there is a 
good side to Arthur Mullen-and admit that in all the land 
there is no attorney big enough to be tendered by the Presi
dent of the United States a seat on the second highest 
judicial tribunal in all the world, and at the same time 
generous enough tv bestow his vast talents freely upon the 
altar of the good of his fellow citizens in his own beloved 
State, as Arthur Mullen has done in the matter of his alleged 
lobbying during the past year in the Capitol of the Nation. 

Some day each of us who now holds membership in this 
House will be called away from service here, perhaps by a 
discriminating constituency or by a higher power. In that 
day I shall be content if my colleagues who remain shall 
pay but one tribute to my memory, and that will be to speak 
of me as one who was loyal to his friends. A sage has said 
that friendliness is a gift from the gods, and I am believing 
that precious gift will be vouchsafed to every mortal willing 
to receive it. To my every colleague here, and particularly 
to those of lesser years, before whom the pathway of life 
looms long, let me plead acceptance of the gift of friendli
ness. When halting at two pathways plain, not knowing 
which is best to take, lose sight of self and selfish gain and 
make a choice for friendship's sake. True friends are God's 
best gifts to earth; true friendships are the priceless boon. 
Let us strive to prize them at their worth, nor lose them 
from our lives too soon. Be brave to serve your real friends; 
therein the proof of friendship. Trust friendship's tongue to 
speak amends for all your faults in other eyes. [Applause.} 

Mr. DE PRIEST. Mr. Chairman, I make the point of 
order that there is not a quorum present. 

The CHAIRMAN <Mr. BOLfu"ID) . The Chair will count. 
[After counting.] One hundred and two Members are pres
ent. A quoTum is present. 

Mr. LUDLOW. Mr. Chairman, I yield 10 minutes to the 
gentleman from Illinois [Mr. BEAM]. 

Mr. BEAM. Mr. Chairman, it is indeed gratifying for us 
to look back over the past year and see the progress we have 
made to restore prosperity to our country. We see an in-

LXXVIII--319 

crease in employment. We observe the rise in the price o! 
wheat, cotton, corn, and various other commodities. We 
are also conscious of a greater feeling of security and con
fidence in the minds and hearts of our fell ow citizens pre
vailing generally throughout the entire land. 

We are all anxious and desirous to see the great agricul
tural sections of our country prosper and to observe that 
prosperity reflected throughout the entire Nation. 

Much has been said in this Chamber of the plight of the 
farmer. Many have championed his cause, and a great 
deal of legislation to promote his interests and relieve his 
distress has been enacted into law by a sympathetic Con
gress. I speak advisedly, for as a member of the great 
Agriculture Committee of the House I supported every 
measure which had for its ultimate object the relief of 
agriculture and the restoration of prosperity to the American 
farmer, 

I fully subscribe to the doctrine of Lord Chatham, when 
he said: 

Trade may increase the wealth and glory ot a country, but its 
real strength and stamina are to be looked for among the cul
tivators of the land. 

But, Members of the House, in our anxiety and in our zeal 
to promote the interest of the 50,000,000 of our citizens di
dectly and indirectly engaged in agricultural pursuits, we 
must not be too limited in our view or too parochial in our 
vision, but some thought and consideration must be given 
to those 75,000,000 engaged in enterprises other than agri
culture, and whose interest and livelihood depend upon the 
success of industrial and commercial endeavors, whereby 
through a reciprocal medium of exchange the industrial 
workers of the country may be placed in a position to buy 
at a fair price the products of the farm and the farmers 
of the Nation may be permitted to purchase the products 
and output of our metropolitan factories. 

To achieve and accomplish this result, three elements 
enter into the equation: 

First. Higher wages and shorter hours must be afforded 
labor. 

Second. The farmer must receive the cost of production 
plus a reasonable return for his products. 

Third. A fair return must be acceded to industry. 
Representing as I do the central manufacturing district 

of the city of Chicago, probably the greatest industrial dis
trict in the country, I desire to bring to the attention of the. 
House some facts and observations I have made concerning 
an industry which embraces and embodies the three ele
ments I have stated above-closer, perhaps, than any other 
enterprise in the country. 

I refer to the great meat-packing industry of the United 
States. 

The people whom I have the honor to represent are de
pendent for their livelihood and employment, to a very large 
extent, upon the successful operation of this business. 

It is, therefore, perfectly obvious that the very essence of 
the meat-packing industry is to serve as a medium of distribu
tion to the consuming public of the products of the farms. 
It operates as a source of employment to many thousands of 
employees in the city of Chicago and throughout the entire 
Nation, and it must be perfectly apparent that to keep this 
industry in motion and operation a fair return must be 
realized in order to induce prospective stockholders to invest 
their money for the further development and expansion of 
this project. 

The employment conditions in this industry were singled 
out by the Secretary of Labor, Miss Frances Perkins, as an 
example of what can be accomplished under the present 
scheme of events by the whole-hearted, sympathetic cooper
ation on the part of a great industry. 

Figures just supplied by the Bureau of Labor Statistics o! 
the Department of Labor show that the index of employ
ment in the meat-packing industry for January 1934--tb.e 
latest figures available-stood at 105.2, as compared with 
what the administration regards the base or normal year at. 
1926. 
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In other words, the meat-packing industry in January of 

this year actually was employing 5.2 more people than it 
was in what is regarded as a normal year for all industries 
in this country. 

A great many factors enter into this amazing situation. 
During 1933 there was produced in this country more meat 
than has ever been produced in any previous year on record. 

A million more cattle, two million more hogs, and nearly 
one half a million more calves were produced last year on the 
farms of this country than during the year before. 

As a result of the increased production of livestock, a 
surplus of nearly one and one-half billion pounds more meat 
was produced than the packing industry was obliged to mar
ket during the year 1932. 

This tremendous surplus of meat, Members of the House, 
was placed on the market in the face of wide-spread unem
ployment, and at a time when the �p�u�r�c�h�~�s�i�n�g� power of the 
country was at its lowest ebb. 

Pay-roll totals in all manufacturing industries for the year 
1933, as disclosed by the Bureau of Labor Statistics of the 
Department of Labor, were 44.3 of what they were in what 
the administration regards as a normal year, or 1926. 

Now, with this enormous supply of meat-nearly one and 
one-half billion pounds, under the most deplorable and un
favorable marketing conditions-it was the processors task 
to put this amount of meat into the channels of consumption 
with the utmost dispatch, for the reason that meat is a 
highly perishable product and it cannot be long carried in 
stock without deteriorating. This could only be accom
plished in one way, and that was through prices sufficiently 
low to permit the consumer to purchase the products. 

In December 1933 the index number of the wholesale price 
of meat was only 46, as compared with 100 in 1926. This, 
Members of the House, is some indication of the very low 
level on which the livestock and meat industry is forced to 
operate when confronted with the depressing facts of wide
spread unemployment, curtailed and limited purchasing 
power, and a tremendous quantity of meat products demand
ing immediate marketing. 

During the course of the debate on the agriculture appro
priation bill some comment was made on the processing tax 
on hogs and who pays the tax. In the Seventy-second 
Congress I opposed the processing tax on hogs for the 
reason that the industry could not absorb the tax; that 
owing to the general prevailing conditions, it could not be 
passed on to the consuming public, and that in the main it 
WQUld ultimately rest upon the producer. Subsequent events 
have since demonstrated the justification of that stand. 

The present amount of the processing tax based on the 
rate of $2.25 per hundredweight-live weight of the hog
would represent $5.61 ¥2 on a 250-pound hog. If the amount 
of tax is applied to the expected production this year 
of 40,000,000 hogs, it would probably amount to $200,000,000. 

There is not a person in this Chamber who would contend 
that the industry could absorb this tremendous sum. The 
$200,000,000 figure is approximately six times what the pack
ing industry made last year, as nearly as can be estimated 
from the figures which leading packers have published. 

In my judgment this tax in the aggregate is passed back 
to the producer. 

Secretary Wallace recently said in testifying before the 
Agriculture Committee of the House of Congress: 

I think, generally speaking, when there ls a decided overproduc
tion of a commodity, a perishable commodity like livestock, and a 
decided underconsumption of a perishable commodity like live
stock, that there ls going to be a continuing tendency for the 
tax to be passed back to the producer. 

But, also it must not be overlooked that the purpose of 
the Agricultural Adjustment Act, and of the Agriculture 
Department is to refund to the producer who complied with 
the corn-acreage production program and the hog-reduction 
program substantially all t:he amount that is covered by 
the processing tax. 

There is another element which is sometimes misunder
stood by people not conversant with the facts, and that is the 

differential between what the producer receives for his live
stock and what the consumer is compelled to pay in purchas
ing the dressed products. Many elements enter into this 
variation---over which the processor has no control-such as 
labor, freight rates, insurance, cost of retail merchandising, 
and various other items. 

It must also be borne in mind that 100 paunds of live 
animal produces much less than that amount in dressed 
meat, and there are further losses and shrinkages in cutting 
of carcasses into wholesale and retail cuts. For instance, 
a live hog will only yield 65 to 70 percent in the dressed 
product, cattle average about 55 percent, sheep and lambs 
average between 45 and 55 percent. 

From the above facts it can readily be realized that the 
average price of meat sold at retail must of necessity be 
from one and one half to three times as great as the price 
per pound of live weight merely to cover this weight loss in 
processing plus the ordinary amount of expense of mer
chandising the product. 

It has been stated that this spread between the producer 
and the consumer could be considerably narrowed if the 
packers retailed their own products. This could not be per
mitted because under the consent decree the packers are 
prohibited from doing any retailing, and hence are compelled 
to dispose of their products through the medium of retail 
marketing. 

It is therefore very self-evident and it can clearly be recog
nized that between the wholesale price of the product and 
the price of the livestock a tremendous expense is neces
sarily involved. 

I am reliably informed that cooperating with the Presi
dent's reemployment agreement has added to the expense of 
the operation of this �i�n�d�~�t�r�y� about $50,000,000 a year, all 
of which is willingly assumed by the industry for the benefit 
of the producer and of labor. 

Reference was also made during the course of the debate 
on the agricultmal appropriation bill that Armour & Co. 
made a profit last year of approximately $8,000,000. 

In this regard I wish to submit for the information of the 
House that the packers made an aggregate profit from all 
sources during the past year of nearly $35,000,000, which 
would be about 39 cents a head on all the livestock that 
was handled; that is, the added value of the livestock to 
the producer would be 39 cents a head, if the profits of the 
entire industry from all sources had appeared in the form 
of higher livestock prices. 

From the annual statements of the so-called " large 
packers ", certified to by dependable public accountants, the 
total earnings from all sources for the last 5 years of the 
four large packers amounted to $48, 791,000-on a capital 
investment of $579,480,000-and aggregate sales of $9,050,-
000,000. This represented an earning on the investment of 
1.68 percent per annum; an earning on the sales of 0.54 of 
1 percent-that is, an average of only a half a cent on each 
dollar of sales for the past 5 years. 

For the past year, about which there has been some com
ment, the four packers earned 4.25 percent on investment 
and 1.89 percent on sales. For the past 3 years, taking them 
together, they broke even. That is, the investors in these 
four companies got nothing in earnings on the average 
during the past 3 years. 

The foregoing figures do not represent just the earnings 
from handling the products of cattle, sheep, hogs, and 
calves. They represent the earnings of all these com
panies from all sources, both foreign and domestic. Many 
of the companies derive earnings from activities unrelated 
to livestock. Some of them, moreover, include earnings from 
South American, European, and other foreign agencies. All 
these earnings are included in the computation. 

Over the 10-year period ended in 1931, the average profit 
of all manufacturing industries, as shown by statistics of 
corporate income-tax returns, was nearly 5 percent on sales, 
whereas the profit of the meat-packing industry was less 
than 1 percent on sales over that period, equivalent to less 
than one fourth of a cent on each pound of products. 
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Figures on the returns on the investment of an the manu
facturing industries during the period mentioned are al
most double the rate of return for the packing indumry. 

In no year since 1924 have the companies slaughtering 
livestock made average earnings of as much as 6 percent on 
the investment of the owners, and for the 8 years, 1925 to 
1932, for which reports have been made to the Bureau of 
Animal Industry, companies conducting slaughtering opera
tions have earned on an average less than 4 percent on the 
investment. The rate of earning for 1933 was between 4 and 
5 percent. 

From the above it is perfectly obvious and apparent that 
the return realized by the meat-packing industry falls far 
short when compared with the other great industries of the 
Nation. 

The new deal under which we are operating I earnestly 
hope and anticipate will result in a better understanding 
and a closer cooperation between the producer, the processor, 
and the consumer, to the end and for the purpose of bring
ing a greater prosperity to the agricultural sections of our 
country; a shorter workday and higher wages for labor, and 
a reasonable and fair return on investment from legitimate 
enterprises. [Applause.] 

Mr. JOHNSON of Minnesota. Mr. Chairman, will the 
gentleman yield? 

Mr. BEAM. Certainly. 
[Here the gavel fell.] 
Mr. LUDLOW. Mr. Chairman, I yield 3 additional min

utes to the gentleman from Illinois. 
Mr. McLEOD. Mr. Chairman, I yield 2 minutes to the 

gentleman from Illinois. 
Mr. JOHNSON of Minnesota. I have in my hand a newi

paper clipping which states that the packing industry of 
this country during the first 18 weeks of this year made a 
sufficient profit to pay the half-year dividend. This is more 
than the farmers made, is it not? I understand that last 
year Swift & Co. made a profit of over $8,000,000. 

Mr. BEAM. I think the gentleman means Armour & Co. 
Now, that shows you the typical attitude of some members 

of the farm bloc-I will not say all of them-when facts are 
presented on these questions. 

I call attention to the percentage of profits to sales over 
a 10-year period for the following commodities: Chemicals, 
7.9; printing and publishing, 7.82; stone, clay, glass, 7.09; 
metal products, 5.72; pulp paper, and so forth, 5.07; miscel
laneous manufacturing, 4.17; food products, 3.37; rubber, 
1.82; leather, 1.72; textiles, 1.69; forest products, 1.3; all 
manufacturing, 4.72; and especially I call attention to the 
fact that the percentage of profits to sales in the meat
packing industry over the 10-year period was 0.88 percent, 
less than 1 percent. In other words, the returns to the 
meat-packing industry have been the lowest of any industry. 

Mr. DONDERO. What period does that covei:? 
Mr. BEAM. The figures with respect to the meat-packing 

industry cover a 10-year period and come from the annual 
reports of the packers and stockyards division, Bureau of 
Animal Industry, United States Department of Agriculture. 

Mr. WEARIN. Mr. Speaker, will the gentleman yield? 
Mr. BEAM. I yield. 
Mr. WEARIN. The gentleman is willing to admit, is he 

not, that the packers have shown a profit during the last 
2-year period, during the time the producer from whom they 
bought their animals sustained one of the greatest losses in 
the history of their business? 

Mr. BEAM. The packers made a profit during the last 
year, but they were required to handle 1,500,000,000 pounds 
more meat than they have ever been called upon in a 
similar time to process and put into the channels of con
sumptive trade. 

In other words, at no time during the history of the pack
ing industry have they had the tremendous surplus of meat 
such as they were called upon to proce.ss during the last 
year. This billion and a half pounds of additional meat, 
as I stated at the outset of my remarks, represented a mil
lion more cattle, two million more hogs, and nearly one half 

mflilon calves. Naturally, this ls �'�W�l�i�a�~� eauseCI the Increase 
in work, the merease in employment required to process 
and sell this product to the consuming public. Those in
terested in agriculture, those familiar with the peculiar con
ditions surrounding the cattle industry, know the great 
obstacles which surrounded the livestock branch of agri
culture during the year 1932--33. [Applause.] 

[Here the gavel fell.] 
Mr. McLEOD. Mr. Chairman, I yield 15 minutes to the 

gentleman from Wisconsin [Mr. BLANCHARD]. 
Mr. BLANCHARD. Mr. Chairman, I desire to address 

myself to the bill H.R. 8717 and the companion Senate bill, 
S. 3101, dealing with the subject of credit banks for industry. 

It is not my purpose, of course, to deal with the mechanics 
of the measure or the question of policy involved in this 
important subject. 

There is, of course, a fundamental question of policy in
volved in a measure of this character, one that calls for 
careful thought, consideration, and study on the part of the 
Members of this House. I do not propose to refer to the 
question of policy or to the question of detail in connection 
with this bill if it is enacted into law. However, I do call 
attention to one vital thing that I think is worthy of con
sideration. That is the plight of industry in this country, 
along with agriculture and other activities that we are en
gaged in, and the possible effect of extending relief to all 
industries of the country. 

There come to our attention, of course, these companion 
measures which seek to carry out the policy of the Presi
dent in connection with administering relief to stricken in
dustries. First of all, may I cite 3 typical cases, 2 of 
which are in my own district and 1 in the county immedi
ately adjacent to my district. They are not isolated cases 
by any means, but typical of industries of this character in 
every locality in the United States. I am not acquainted 
with all the industries in my district which may seek aid 
under the terms of this bill if enacted into law, but I happzn 
to know about six or seven of them that are in practically 
the same condition as these three industries which I am 
going to make special reference to. 

No. 1 is a typical case and an actual one. The industry 
can obtain all the money it needs from the local banks for 
current production needs. Its credit for this purpose is 
perfectly good. The moral and financial risk is beyond 
question. However, there is a plant obligation of $30,000 
now past due and quite naturally you will understand that 
this cannot be refinanced through the sale of bonds or fu"st
mortgage notes. The plant is conservatively appraised at 
approximately $150,000 exclusive of equipment. The mort
gagor is not willing to renew and the company will be farced 
to reduce inventories and working capital if it hopes to 
pay off its mortgage indebtedness. This is one kind of an 
industry that needs refinancing, and I expect to devote a 
few minutes to demonstrating why the United States Gov
ernment can and should extend this aid. This is not a ques
tion of giving away anything, but of arranging financing so 
that this industry may have an opportunity to conduct its 
normal operations and not curtail production and pay roll. 

There is another typical industry with property worth 
$100,000 on a conservative appraisal basis, with debts of only 
$25,000. This is a going concern owing $10,000 of the $25,000 
in the form of a first mortgage due a bank and now past due. 
The bank is in such position that it is necessary that this 
money be paid. The Government can safely step in and 
loan this money for a period of 5 years, releasing $10,000 to 
the bank for other business needs and incidentally relieving 
pressure for 5 years on the manufacturing enterprise, the 
surplus to be used in capital and production needs. 

Then there is a third quite typical industry in a county 
adjoining my district, and I will read a portion of a letter I 
received this morning. This letter reads in part as follows: 

For a period of years our company has employed a lot of men. 
We have paid out over $15,000,000 in wages a.lone and have done 
over $50,000,000 worth of business. 

You have seen our company grow and know something of the 
wonderful lines we manufacture, as well as the class of trade 
served by us. 



5046 CONGRESSIONAL RECORD-HOUSE MARCH 21 
Today we find ourselves with a new program, which is looked 

upon as one of the most outstanding contributions to agriculture 
1n a century. 

Congressman BLANCHARD, we find ourselves, like several other 
industries who are serving the farm trade. Too much of our 
working capital has been loaned to the farmer in the last 2 or 
3 years and amounts to better than one-half million dollars. 

We have farmers' paper-paper that over a period of years has 
shown a loss of not greater than one half of 1 percent. 

This ts unusually good paper because it comes from the diversi
fied farmer, who receives a monthly check from his poultry, eggs. 
m1lk. cream, etc. 

The situation 1n this country today is such that you cannot 
borrow from the banks. It is impossible to sell bonds or stock, 
and there is no place where farm paper can be discounted. 

What are we going to do? 
We need every dollar of working capital in our business at this 

time to employ men. 
Over 600 people are 1n our employ now, and we should be put

ting on at least 200 more; instead, if we do not get some relief 
very shortly, it will be necessary for us to lay off from 200 to 300 
people, and right at a time when there ts no other work for these 
men to do. 

Congressman BLANCHARD, the sane, sensible way to encourage 
recovery is to put men to work in industry where they can earn 
a living and to give industry an opportunity to do its job. That 
1s all that we a.re asking for. 

This leads me to the point I wish to emphasize that we 
may prime the pump from time to time with governmental 
subsidies and governmental aid. Many of these measures I 
have supported enthusiastically because I was willing to 
render such aid as was necessary in order to prime the 
pump. But there comes a time when we must consider that 
there is a possibility of going to the well once too often. 
There can be no permanent recovery in this country, there 
can be no restoration to normalcy until we again employ 
people in private industry. 

Mr. CHRISTIANSON. Will the gentleman yield? 
Mr. BLANCHARD. I yield to the gentleman from Minne

sota. 
Mr. CHRISTIANSON. I am very much interested in 

what the gentleman says and very much in sympathy with 
the cause he advocates, but may I call the gentleman's atten
tion to the fact that the Reconstruction Finance Corpora
tion already has certain powers to loan money to industry? 
We find that although it possesses this power, it is so con
servative in the making of loans that it seems to be unwill
ing to advance money in cases where the industry is not 
already able to secure the funds from the local bank. I 
have in mind particularly a Minnesota corporation that 
made such an application. The loan was endorsed by a local 
committee consisting of, I may say, the most hard-headed 
and hard-boiled bankers that we have in the Twin Cities. 
Nevertheless, the loan was rejected. Will the gentleman 
state how by the mere passage of any law extending more 
power to this or any other governmental lending body, giv
ing greater discretion to make loans which obviously ought 
to be made, we can require or compel them to carry out 
the legislative intent and make these loans when they are 
obsessed with the idea that they must be more conservative 
than the bankers themselves? 

Mr. BLANCHARD. In answer to the gentleman, may I 
read one paragraph from the same letter I read a few 
minutes ago? 

called " Federal credit banks ", 1 attached to each Federal 
Reserve bank in the United States. The language of the 
bill is as follows: 

Each credit bank shall have power to discount for or purchase 
from any bank, trust company, mortgage company, credit corpo
ration for industry, or other financing institution operating in its 
district, obligations having maturities not exceeding 5 yea.rs, en
tered into for the purpose of obtaining working capital for any 
established industrial commercial business; to make loans or ad
vances direct to any such institution on the security of such 
obligations. 

The President bas called attention to the fact that about 
$700,000,000 of working capital would be required to meet 
the needs of industry in this country. This statement is 
based on a survey and the answers of approximately 1,000 
chambers of commerce and over 4,900 banks of the country. 

Mr. WOLFENDEN. Mr. Chairman, I make the point of 
order that there is not a quorum present. 

The CHAIRMAN <Mr. O'CONNOR). The Chair will count. 
[After counting.] Ninety-nine Members present, not a 
quorum. The Clerk will call the roll. 

The Clerk called the roll, when the following Members 
failed to answer to their names: 

[Roll No. 112] 
Abernethy Dingell Hoeppel 
Adair Dirksen Hoidale 
Adams Dobbins Imho1f 
Allen Douglass James 
Auf der Heide Duffey Johnson, W.Va. 
Ayers, Mont. Eaton Kennedy, Md. 
Ayres, Kans. Edmonds Lee, Mo. 
Beck Ellenbogen Lehr 
Berlin Engle bright Lesinski 
Bland Fish Lewis, Colo. 
Brennan Flannagan Lewis, Md. 
Britten Foulkes Lindsay 
Brooks Frear McKeown 
Brumm Frey McMillan 
Buckbee Gasque Mead 
Bulwinkle Gillespie Moynihan, Ill. 
Burke, Nebr. Gillette Muldowney 
Cannon, Wis. Goldsborough Nesbit 
Carden Greenwood Norton 
Carley, N.Y. Guyer Perkins 
Carpenter, Nebr. Haines Pierce 
Chapman Hamilton Plumley 
Chavez Hancock, N.Y. Pou 
Claiborne Hancock, N .c. Prall 
Cochran, Pa. Hart Ransley 
Coffin Harter Rayburn 
Crowther Hastings Reece 
Cummings Hill, Knute Reid, Ill. 

Remy 
Rich 
Richards 
Robinson 
Rogers, N .H. 
Sadowski 
Schulte 
Sears 
Shannon 
Shoemaker 
Simpson 
Snyder 
Stalker 
Stokes 
Sullivan 
Sweeney 
Taylor, Colo. 
Taylor, S.C. 
Thom 
Thompson. Ill. 
Underwood 
Waldron 
White 
Williams 
Wilson 
Wood, Mo. 

Mr. lilLL of Alabama. Mr. Chairman, the gentleman 
from New Hampshire, Mr. ROGERS, the gentleman from 
Michigan, Mr. JAMEs, the gentleman from Ohio, Mr. HAR
TER, and the gentleman from Vermont, Mr. PLUMLEY, are 
not present for this roll call, because they are engaged in 
the special committ.ee of the Committee on Military Affairs 
set up by this House for the investigation of the purchase 
of aircraft and other War Department property. 

Accordingly the Committee rose, and the Speaker having 
resumed the chair, Mr. O'CONNOR, Chairman of the Com
mittee of the Whole House on the state of the Union, re
ported that that Committee, having had under consideration 
the bill H.R. 8617, the legislative appropriation bill, and 
finding itself without a quorum, be had directed the roll to 
be called, when 321 Members answered to their names, a 
quorum, and be submitted herewith the names of the ab
sentees to be spread upon the Journal. 

I could give you quite a. story of how we went down to Wash
ington as soon as circulwr no. 11 was issued by R.F.C., how we 
were told to organize a mortgage and loan company, which we 
have done, how our applications were filed absolutely in keeping FURTHER MESSAGE FROM THE SENATE 
wtth their wishes, and stlll we have been waiting for 3 months for A further message from the Senate by Mr. Horne, its en-
some action and at this writing are without relief. rolling clerk, announced that the Senate agrees to the 

That tells the whole story in a simple paragraph. The amendment of the House to the bill CS. 2728) to repeal 
R.F.C. has not conceived that it is its duty and its responsi- Federal liquor prohibition laws to the extent they are in 
bility to relieve the situation that industry finds itself in force in the Territory of Hawaii. 
today. In addition, the law under which the R.F.C. is oper- The message also announced that the Senate agrees to 
ating provides only for short-term loans. It is very limited the amendments of the House to the bill (S. 2729) to re
in its scope. It will occur to the gentleman from Minnesota, peal an act of Congress entitled "An act to prohibit the 
as it has occurred to me, that we ought to make careful ex- manufacture or sale of alcoholic liquors in the Territory of 
amination of this bill which the President endorses, in order Alaska, and for other purposes", approved February 14, 
to determine to our own satisfaction that it will answer 1897, and for other purposes. 
the purpose. The message also announced that the Senate agrees to 

I am going to review the language of the bill, and then you j the amendments of the House to the amendlpents of the 
may judge for yourself. It provides, of course, for -12 so- Senate to the bill (H.R. 8134) making appropriations for 
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the Department of Agriculture and for the Farm Credit Ad
ministration for the fiscal year ending June 30, 1935, and 
for other purposes, numbered 4, 25, 26, 27, 28, and 35. 

The message also announced that the Senate further in
sists upon its amendments to the bill (R.R. 6604) to es
tablish the composition of the United States Navy with re
�~�p�e�c�t� to the categories of vessels limited by tbe treaties 
signed at Washington, Feb. 6, 1922, and at Lonci'.>n, April 
22, 1930, at the limits prescribed by those treaties; to au
thorize the construction of certain naval vessels; and for 
other purposes, disagreed to by the House, agrees to a fur
ther conference with the House on the disagreeing votes of 
the two Houses thereon, and appoints Mr. TRAMMELL, Mr. 
WALSH, Mr. TYDINGS, Mr. HALE, and Mr. METCALF to be the 
conferees on the part of the Senate. 

The message also announced that the Senate had passed 
without amendment a bill of the House of the following 
title: 

H.R. 5862. An act to provide for the removal of American 
citizens and nationals accused of crime to and from the 
jurisdiction of any officer or representative of the United 
States vested with judicial authority in any country in 
which the United States exercises extraterritorial jurisdic
tion. 

recovery of agriculture; commerce, our largef Industries, and OU!"' 
financial institutions. We must now continue in behalf of the 
medium-sized man. 

I said at the outset of my remarks that it was not my pur .. 
pose to discuss the policy or the mechanics of this bill, but I 
invite your attention to the rather restrictive language con
tained in the measure and, secondly, to one other feature 
that must of necessity give us pause, and that is the feature.
that goes to the question of whether or not we shall set up 
12 separate and distinct new units for banking in this 
country. [Applause.] 

[Here the gavel fell.] 
Mr. McLEOD. Mr. Chairman, I yield 10 minutes to the 

gentleman from Illinois [Mr. DE PRIEST]. 
Mr. DE PRIEST. Mr. Chairman and members of the Com .. 

mittee, I came to Washington as a Representative in Con
gress on the 15th of April 1929. Up until the 23d day of last 
January I never heard this question raised which has now 
been raised by the Chairman of the Committee on Accounts 
this year. On that day when my secretary went into the 
grillroom downstairs he was told by Mr. Johnson thait by 
the orders of the Chairman of the Committee on Accounts 
he could not be served in that restaurant. 

I read in the newspapers an interview where the Chair
man of the Committee on Accounts said that no Negro had 

LEGISLATIVE APPROPRIATION BILL been served there and would not while he was here. I hope 
The SPEAKER. The Committee will resume its sitting. he was not quoted correctly. 
The CHAIRMAN. The gentleman from Wisconsin [Mr. I want to say that if the chairman was quoted correctly 

BLANCHARD] has 4 minutes remaining. in that article "that Negroes had not been served there be-
Mr. BLANCHARD. Mr. Chairman, I made the statement fore" he was mistaken. I have seen them there in the grill .. 

that on the basis of the estimates provided and on the basis room several times. In the last 5 years I think I have seen 
of the information coming from ·President Roosevelt, $700,- them there 50 times. 
000,000 of working capital. would be required to meet the I want to say further, after talking with some Members 
needs of industry in this country, and that this amount of the Committee on Accounts, that this question has never 
may continue in employment 346,000 employees and give new been raised in the committee before, and never was raised 
employment to 378,000 men and women. And on the basis officially in the committee, if I am correctly informed. 
of these estimates and figures provioed by the President it It seems to be an arbitrary ruling on that question. 
follows very naturally that he has suggested immediate con- The restaurant of the Capitol is run for the benefit of the 
sideration by the Congress of this bill. American people, and every American, whether he be black 

I take the position that it is highly important we hold or white, Jew or gentile, Protestant or Catholic, under our 
what ground we have gained during the past year and that constitutional form of Government, is entitled to equal op .. 
we give consideration to those measures before us which portunities. 
will give natural employment to the people of this country. I introduced a resolution on the 24th of January, asking 
This is what they want, this is what they demand, and we !or an investiga.tion of this ruling by the chairman of the 
have the opportunity in a bill of this character to provide committee. That rernlution went to the Committee on 
more than a mere priming of the pump. We have the op- Rules. The Committee on Rules has not acted as yet. I 
portunity of providing employment for those who are sorely waited 30 legislative days, and then I filed a petition with 
in need at this time. The C.W .A. and other temporary activ- the Clerk of this House to discharge the Committee on 
ities, quite naturally, must be construed as nothing more Rules and to bring the resolution to the floor of the House. 
than emergency proposals, designed to prime the pump, while That resolution calls for an investigation only. If the· 
a measure of this kind can be enacted with safety and pro- Chairman of the Committee on Accounts has that power, I 
vide natural employment for our people. should like to know it. If the Chairman of the Committee. 

The ultimate answer, of course, must be natural employ- on Accounts has that power, the American people are en .. , 
ment, and a bill of this kind provides financing for industry , titled to know it. 
0n a safe basis, on a substantial basis, and on a sustaining I am goi?g to ask �e�y�~�r�y� justice-loving Member in this· 
basis. Some of the things, of course, that we are proposing Hous_e to sign that petition, as that seems to be the only 
in this session of Congress can have only the reverse effect. 

1 
way it can be threshed out on the floor of the House. . 

Some of the restrictive measures we are proposing, both in I come from a group of _people-and I am proud of it 
the House and in the Senate can have but one result and and make no apology for bemg a Negro-who have demon
that is drying up the legitmi'ate channels of eredit u;, this strated their loyalty to the American Government in every 
country. respect, making no exception. They.have always proved to 

To.day, we find all eyes po.inted toward Washington. Fra- be _good American citizens and have �s�u�p�~�r�t�e�d� the �C�o�~�t�i�
ternal orders, religious orders, educational institutions, and tutwn. 1 �e�~�l�l�e�n�g�e� any man to �c�o�n�t�r�a�d�i�~�t� �t�h�a�~� .asserti?n. 
business enterprises. are all looking to Washington for private If you are gomg to keep then: good American citizens, �~�k�e� 
financing, not only for new undertakings, but refinancing of I p:ay. they shall �a�l�~�s� �~�:� it must be done by def endmg 
old obligations. There is no other source of credit. These their rights as Amenca_n citizens. . . . 
institutions must be saved, but with this condition prevalent If we allow segregation and �t�h�~� demal of_ �c�o�n�s�t�i�~�u�t�1�o�n�a�l� 
and continuing, the time, of course, will come when the r1?hts under the ?dome of the Capitol, where m Gods name 
United States Government will find itself in the impossible will we get. them· . . . . . 
position where these demands and needs, which are legiti- I appreciate the conditions that. pertam m the territory 
mate in most cases, can never be met. where the gentleman comes from, and nobody knows that 

I want to close by quoting a statement in connection with better than I do. 
this bill by President Roosevelt: But North Carolina is not the United States of America; 

I have been deeply concerned with the situation in our small it is but a part of it, a one forty-eighth part. Then I 
industries. In numberless cases their working capital has been expect, too, as long as I am a Member of this House, to 
lost or �s�e�r�i�o�u�s�!�~� depleted. We have afforded much. aicl in the: contend for every right and every privilege evecy other 
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American citizen enjoys; and if I did not, I would not be 
worthy of the trust reposed in me by my constituents who 
have sent me here. [Applause.] 
. This is not a political problem. Someone said that I was 

trying to play politics. ·I did not instigate this; I did not 
start it; but, so help me God, I am going to stay to see the 
finish of it. 

Mr. BLANTON. Mr. Chairman, will our colleague yield to 
me for a question? 

Mr. DE PRIEST. Not now, Mr. BLANTON; and I consider 
you one of the best friends I have on the Democratic side. 

Mr. BLANTON. I thought therefore you would yield for 
a question. 

Mr. DE PRIEST. I shall later on, but not now. 
The CHAIRMAN. The gentleman declines to yield. 
Mr. DE PRIEST. I say to the Members of this House-

and I have no feeling in the matter-this is the most danger
ous precedent that could be established in the American 
Government. If we allow this challenge to go without cor
recting it, it will set an example where people will say 
Congress itself approves of segregation; Congress itself 
approves of denying 0.1 of our population equal rights 
and opportunity; why should not the rest of the American 
people do likewise? I have been informed that if I insisted 
on pressing this question it might hurt my usefulness down 
here. If I did not press it, I would not stay here very long. 
The people who sent me here would retire me next Novem
ber, and they would rightly retire me because I should not 
be here if I did not stand up for a group of people who 
have always been on the square with this Government. I did 
not come here from a group of people who have committed 
treason against the Government; I did not come here from a 
group of people who are Communists or Socialists; I come 
here from the most loyal American citizens that we have. 

During the World War when emissaries of the enemy were 
scattering· pamphlets over the battlefields of Europe asking 
the colored people to desert the colors because they received 
inhuman treatment in America, no colored man deserted, 
and no man can say and history does not record when a 
Negro deserted the colors-not one. How do you expect 
them to go on giving loyal service to America, at a time when 
there is unrest over the whole world, when the Reds are 
trying to make imoads amongst my group because they are 
the lowest in the scale of society, from an economic stand
point, unless we give them something like a square deal in 
this country? I appreciate all that has been done so far, 
but the work has not been completed yet. And I say fur
ther, ladies and gentlemen of the Congress, that America 
never will be what it was intended to be until every citizen 
in America has his just rights under the Constitution. [Ap
plause.] I would not have filed this petition if I could have 
gotten a hearing before the Committee on Rules. I asked 
for it. I was not even given the courtesy of a hearing before 
that committee. 

Mr. LUNDEEN. Mr. Chairman, will the gentleman yield? 
:Mr. DE PRIEST. Yes. 
Mr. LUNDEEN. Will the gentleman tell us how many 

names are on that petition now? 
· Mr. DE PRIEST. There were 93 names on it an hour ago. 

Mr. BLANTON. Mr. Chairman, will our colleague yield 
to me now? 

Mr. DE PRIEST. Yes; I yield with pleasure to the gen
tleman from Texas. 

Mr. BLANTON. The restaurant is•for the benefit of the 
Members of the Congress because we have to be here at meal
time. 

Mr. DE PRIEST. I agree with the gentleman. 
Mr. BLANTON. Has not our colleague been allowed to go 

in there every time he wanted to? He can go in there right 
now and take anybody with him that he wishes to take. 

Mr. DE PRIEST. That is all true. 
Mr. BLANTON. What more do you ask? You go there 

at will and are allowed to take your friends with you at will. 
Is not that equal justice and right to you, the same as to 
the rest of us 1 

Mr. DE PRIEST. I am asking for the same rights for my 
constituents that the gentleman from Texas wants for his, 
and that is all . 

Mr. BLANTON. But our colleague from Illinois does go 
in that restaurant whenever he wi::ihes, and he takes his 
colored friends with him whenever he wishes to do so. 

Mr. DE PRIEST. I am not asking privileges for OscAR 
DE PRIEST or proper treatment for him down there, because 
I will take care of that, but I am asking for those people 
who have no voice in this Congress, just like you, Mr. BLAN
TON, would do if some of your constituents came here from 
Texas and were refused to be served in that restaurant. 
You would raise more hell than anybody I know of about 
it. [Laughter and applause.] I have been here long 
enough to know just what you would do, and I would vote 
with you on raising that hell. I would say that you were 
right, and that your constituents had a right to have the 
same treatment that I want for mine. 

The CHAffiMAN. The time of the gentleman from Illi
nois has expired. 

Mr. McLEOD. Mr. Chairman, I yield the gentleman 10 
minutes more. 

Mr. BLANTON. We have stood with you generously in 
helping to build up Howard University. 

Mr. DE PRIEST. Yes; and I expect you to stay with me. 
Mr. BLANTON. We have given it more than any white 

university in the United States. 
Mr. DE PRIEST. Do you want me to tell you why? 
Mr. BLANTON. Because the colored race sadly needs 

good teachers, and good nurses, and good dentists, and good 
doctors, and good preachers. 

Mr. DE PRIEST. All that is true, and I expect you to 
keep on doing it, you especially, to help. And while we are 
talking about Howard University, I might say that person
ally I am very sorry that those boys came down here from 
that university the other day as they did. If they had con
sulted me I would have told them to stay away from here. 
Another thing-I have investigated and I have found that 
the boy who has been locked up was not a student at Howard 
University. I do not know anything about the rest of them, 
but if they were from Howard University, they are just like 
the uncontrolled youth of any college or school. There are 
very few colleges which do not have some radicals in them. 

I do not claim the Negro race is any better than anybody 
else. I know we have our criminal element, just like you 
have your criminal element. None of us is perfect, but 
it behooves all of us to do the best we can and respect the 
rights of the other fell ow in America. Whether they be large 
or small, rich or poor, it makes no difference. Somebody 
said this was a peanut affair. Well, I agree with you. It 
ought to have been so small that no man in this House could 
have been small enough to bring it up. There was no oc
casion for it whatever. 

The secretary who works for me I have known for 40 
years. He is a Christian gentleman. a great deal better 
Christian than I ever thought of being or ever expect to be. 
There certainly can be no fault found with his personal con
duct. He has been in that restaurant dozens of times. 
Perhaps he needs it worse than any other man down here. 
You know the condition in Washington and I know it. The 
public restaurants outside do not serve Negroes, and you 
know it. It is necessary for him to have some place to eat 
here, or else bring his lunch with him. 

I appreciate the fact, as the gentleman said, that we have 
a restaurant for Members only, and that restaurant for 
Members only you cannot get into half the time on account 
of outsiders. Is that not true? I would like to see the Com
mittee on Accounts bar everybody from the restaurant for 
Members only except Members and their friends who ac
company them. 

I was there with my wife and Professor Johnson's wife, 
and we had to wait 10 minutes to get a table because out
siders had crowded the restaurant. Every Member knows 
that is true. 

To show you the subterfuge practiced; in the last 4 or 5 
days they have taken down the sign which read " public 
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restaurant", and placed there a sign u For Members only." 
I asked Mr. Johnson, the manager, personally, why it was 
done. He said, " I had orders to do it from the Chairman 
of the committee." I said, " Is it a subterfuge "? He said, 
"You understand what is going on." I certainly do. That 
sign was put there to keep only Negroes out. One man was 
asked if he was a fOTeigner. If he had said "Yes ", he 
would have been served. Has the time come when American 
citizens cannot be served, and aliens can? Of course, every 
alien has every right that he is entitled to, so long as he is 
law-abiding, but at least we are entitled to the same treat
ment as every other American citizen, and we will be satis
fied with nothing less than that. 

Mr. GAVAGAN. Will the gentleman yield? 
Mr. DE PRIEST. I yield. 
Mr. GAVAGAN. I am sorry to break into the gentleman's 

remarks, but I would like to take this opportunity to express 
my entire accord with the statements expressed and enunei
ated by you, and to say to you openly that I am trying to 
get sufficient signatures to your petition now on the Speaker's 
desk, so that we may discuss this question fully and openly 
on the floor. [Applause.] 

Mr. DE PRIEST. I thank the gentleman. 
J. want to say that all of my friends are not on the Repub

lican side of the aisle, and all of my enemies are not on the 
Democratic side either. Since I have been in Congress I 
have tried so to conduct myself that I would command the 
respect of every Member of Congress. I have not imposed 
my society on any Member on either side of the House. I 
think every man has the right to select his own society. I 
would not say that, except that I received a letter from a 
Member of this Congress, which I am going to read into the 
RECORD. I would not do it if the gentleman had not �p�u�b�- �~� 

lished it himself first. 
Hon. OSCAR DE PR!EsT, 

House Office Building, Washington, D.C. 
DEAR Sm: I have your letter of the 7th instant enclosing House 

Resolution 236. I presume you desire a reply to this letter. 

Which I did. 
I note the contents of the resolution and desire to state that I 

was raised among Negroes tn the South and they have always been 
my personal friends. I work with them on my farm and pay 
them the same price that I pay white men tor the same work. I 
treat them well and enjoy their confidence. 

I am willing to allow them every right to which they are entitled 
under the Constitution and laws, but I am not in favor of social 
equality between the races. · 

And i do not give a damn about it, brother. It does not 
mean anything to me at all. 

If there are enough Negroes around the Capitol to justify a res
taurant for them to patronize, I would have no objection to 
establishing a restaurant for their use. 

That we do not want and we will not accept. 
I neither eat nor sleep with the Negroes, and no law can make 

me do so. 
I think this explains my position clearly. 

GEORGE B. TERRELL, 
of Texas. 

[Applause.] 
I expected that applause. I expected certain gentlemen 

here to applaud that statement. I know what your feelings 
are and I understand them thoroughly. You did not disap
point me by applauding. I would have been surprised if you 
had not applauded. 

Nobody asked the gentleman to sleep with him. That 
was not in my mind at all. I do not know why he thought 
of it. [Laughter.] I am very careful about whom I sleep 
with. [Laughter .l I am also careful about whom I eat 
with; and I want to say to you gentlemen that the restau
rant down here is a place where one pays for what one gets. 
If I go in there, sit down to a table, I pay for what I get, 
and I am not courting social equality with you. That does 
not mean anything in Amert-ca. Social equality is some
thing that comes about by an exchange of visits from home 
to home and not appearing in the same public dining room. 
You might as well say I was seeking social equality if I 

rode in the same Pullman car with you. It would not be 
any special credit to me to be in there. 

[Here the gavel fell.] 
Mr. McLEOD. Mr. Chairman. I yield the gentleman from 

Illinois 5 additional minutes. 
Mr. DE PRIEST. I was down in Tennessee. I dropped 

into Knoxville one night, and the Chattanooga papers in 
southern Tennessee published a statement that I was com
ing there to talk about social equality. I had not thought 
of it. Nothing was further from my mind; but after they 
had made that charge and in order to make the papers of 
Chattanooga say something that was true, once in their 
lives, I did say something about it. This is what I said: 

When the Negroes came to this country originally th€y were all 
black; they are not now, because somebody has had a good deal of 
social equality [laughter and applause); social equality not sought 
by Negro women; social equality forced upon them because of the 
adverse economic situation down there. 

I hope when I leave this Congress I shall leave with the 
respect of the Members; but if securing their respect means 
sacrificing my race, that respect I do not seek any longer. 
[Applause.] 

I am sorry I have to devote my time trying to watch the 
needs of the American Negro. I wish I could devote my 
time, like you gentlemen devote your time, trying to watch 
the interests of all the American people instead of just 
12,000,000 of them. 

So far as Howard University is concerned, when the 
question came up here a year ago between the gentleman 
from Texas [Mr. BLANTON] and myself about the talk made 
by President Johnson of that university and the charge 
that it was communistic, I repudiated communism every
where. I think it is un-Am.erican; it is against our form of 
government; and whatever complaint I have to make 
against the treatment of my people, I am willing to stay 
here and fight it out with you, and not try to destroy our 
form of government. 

Again, I ask every Member of this House who believes in 
a square deal, Democrats and Republicans alike, to sign 
this petition. I do not care where you live, you ought to 
be willing to give me and the people I represent the same 
rights and privileg-es under the dome of the Capital that 
you ask for yourselves and your constituents. I do not 
think 90 percent of the people of America knew there was 
a restaurant in this building until this thing came up. The 
Negroes have not been imposed upon you; nobody can say 
they have. Had the thing come about as a result of action 
taken by the committee, perhaps I would not have said 
so much; but according to statements made by members of 
the committee, it has never been discussed or acted upon. 
It was just the arbitrary action of this gentleman who 
comes from North Carolina because prejudice prevails down 
there. 

To my Democratic friends who said this was a political 
movement, or, as a Negro newspaper said, brought about to 
create an issue to get votes in Illinois, let me say I do not 
need an issue to get votes in Illinois; I will get them without 
any issue, if necessary. I could not have instigated this. 
The gentleman from North Carolina and myself never have 
even spoken to each other that I know of. I did not tell 
hi.rQ to issue the order that the Negro could not be served. 
I do not need that kind of an issue. I would not go into a 
conspiracy to hurt the Negro race for 40 congressional seats. 
It is not necessary at all. The New York Times printed a 
statement like that the other day, that I was back of the 
movement to get the students from Howard University to 
come here. The truth of the matter is I did not know 
anything about it before it happened; but I have since 
learned that the boy who was arrested was not, as claimed, 
a student from Howard University. [Applause.] 

[Here the gavel fell.] 
Mr. McLEOD. Mr. Chairman, I yield 15 minutes to the 

gentleman from Michigan [Mr. WEIDEMAN]. 
Mr. WEIDEMAN. Mr. Chairman, for some time I have 

been interested in securing the redemption of savings de
�p�o�s�i�~� in national banks. The question has been discussed 
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many times and it is an issue at present before the Subcom
mittee on Banking: Whether or not there is a moral and 
equitable responsibility on the part of the Government to 
take over the assets of closed national banks and pay off 
the depositors in cash. 

Before my colleague from Michigan introduced his bill, 
which is known as the McLeod bill (H.R. 8479), I had 
discussed the theory concerning the redemption of de
posits in closed national banks by the Federal Government, 
the Federal Government assuming the assets of those banks. 
What is the basis for this theory? Incidentally, let me say 
I shall support my colleague's bill. There is no pride of 
authorship; my only interest is in the principle of the meas
ure. My colleague has studied his subject at length. 

THE GOVERNMENT SHOULD PAY OFF DEPOSITORS 

For many years the citizens of the United States were 
under the impression that the Federal Reserve banks were 
owned and controlled by the Government. The bankers 
themselves, in their paid advertisements which they inserted 
in every newspaper in the country, �n�e�v�~�r� failed to say 
" Member of the Federal Reserve System ", and they never 
failed to use the square and diamond-shaped insignia of 
the Federal Reserve bank in their advertising. Some bank 
officials themselves thought that the Government exercised 
some control over them, but the fact remains that the stock 
in the Federal Reserve System was owned by the individual 
banks which subscribed for stock as a " Member bank of 
the Federal Reserve System." 

In all of their advertisements the members of the Federal 
Reserve System never fail to use the square and diamond 
which is the insignia of a Federal Reserve bank. This 
method of advertising was used to instill confidence in the 
people and lead them to believe that the Government of 
the United States stood back of the national banks at that 
time. 

The Government of the United States was charged with 
the responsibility of periodically examining the conditions 
1of member banks of the Pederal Reserve System and report
ing thereon. 

The State banks and private banks used the large Federal 
Reserve banks as their depositories, and in the State of 
Michigan alone the deposits of the people in 250 communi
ties are impounded in the Federal Reserve banks of that 
State. The citizens of the various States knowing that the 
Federal Reserve banks were subject to inspection by the 
bank examiners sent out by the Comptroller of Currency 
a.ssumed, and had the right to assume, that during the 
absence of a report to the contrary by the bank examiners, 
the bank upon which the report was issued was in good 
condition and able to receive deposits with safety for the 
depositors. During the previous administration, as was 
shown by the uncontradictory testimony before the Senate 
Banking Investigating Committee during the summer of 
1933. The testimony of Mr. Alfred P. Layburn was that the 
condit ions of the First National Bank of Detroit was not 
only rotten but putrid, as he expressed it, as far back as 
May 1932. The testimony further showed that the state
ments issued as to the conditions of the bank were this: One 
statement issued for public consumption and another state
ment, a confidential report, being sent to the Comptroller of 
the Currency. I believe there should be only one standard of 
ethics in writing bank reports, that the bank examiners owe 
a duty to the depositing public to report the exact condition 
of the banks at all times. If the bank is in an unsound 
condition the depositor should know it, and if it is not in 
condition to do business it is better that the individual bank 
engaged in speculative business should be closed. 

�'�B�A�N�'�"�~� HOLIDAY DUE TO UNETHICAL PRACTICES OF BANKERS 

This banking holiday that we had last year, I am con
vinced, was nothing more or less in part due to the practice 
of the Federal bank examiners' making 2 reports, 1 to 
the Comptroller of the Currency and 1 to be disseminated 
for public consumption in the public press of the country. 
Had the bank examiners issued a true report on banks that 
were speculating such bank or banks would have been closed. 
There undoubtedly would have been a run on those particu-

lar banks, but the rest of the banks of the country would 
have been safe. If we are not going to have honesty in the 
reports filed by your Federal bank examiners, where are we 
going to land? How are the people going to get confidence 
in the banks if the corruption starts within the Government 
itself? May I say that a year ago we started a drive in this 
House on some of the officials of the Treasury and bank 
examiners who were notorious in deceiving the public. I 
hope that we may come to the time when people can again 
have confidence in their banks. 

The mere fact that the Government of the United States 
allows the bank to use the word" national" and" Federal" 
is an implied warranty to them that the Government of the 
United States stands behind these banks and guarantees the 
moral and financial integrity of the same. 

If that were not so there is not a bank in the country 
that would use the word "national" or the word" Federal." 
They use these words knowing that the Federal Government 
is supposed to be a paragon of honesty, virtue, and integrity; 
and these bankers deliberately set about to mislead the 
people. If the Government is not then will ing to assume 
the responsibility it has no business in meddling and inter
fering with the inspection of banks. 

If they cannot make an honest report they have no bu.si
ness sending bank examiners out. 

If depositors knew that banks were not Government in
spected, the duty would be upan the depositors themselves 
to inquire into and determine the financial responsibilities 
of the bank they choose as their depository. 

Mr. DONDERO. Will the gentleman yield? 
Mr. WEIDEMAN. I yield to tht! gentleman from Mich

igan. 
Mr. DONDERO. In discussing the same subject a ques

tion was asked me as to how far back we ought to go, some 
banks having paid their depositors 25 cents on the dollar and 
settled up. I would like to have the gentleman's opinion. 

Mr. WEIDEMAN. This question was brought out in com
mittee: Should the Federal Government pay the depositors 
who lost their money in State banks? If we go that far, 
then should we also pay off depositors of the private banks? 
How far we can go I do not know. I do not believe we can 
reach the private banks. I think that the losses that the 
people have suffered by having their banks entirely liqui
dated is water over the dam, and I do not think we can help 
them. I do not think we have any authority at law to make 
a gift to the banks that closed up and liquidated. We know 
that in the liquidation of these private, State, and national 
banks that liquidated 25 cents on the dollar the same people 
were involved that brought about this financial depression 
that we are in at this time. These are the same people that 
during the good days were shouting, " Invest in real estate; 
buy yourself a piece of ground and be forever secure." These 
are the same bankers that, when money became stringent, 
started to foreclose mortgages. They were the ones that 
bought the mortgages up again at 25 cents on the dollar. 
They are the very people that the newspapers all over the 
country broadcast as being the most virtuous and able peo
ple in the land. It is about time that we stopped putting 
patriotism and the dollar sign together. I have not very 
much regard for the professional" good citizen." Patriotism 
has been too long abused, and some men with money have 
been too long put in the class of good citizens, when they 
should have been put into the class of scoundrels. 

I have no use for a man who will accept deposits of 
money in his bank or in his trust company and then, when 
the little fellow gets out of a job through an economic con
dition over which he has no control, close up on him. 
Twelve million people were out of work through conditions 
over which they had no control. The same men who run 
the banks run the automobile factories. 

Mr. RANDOLPH. Will the gentleman yield? 
Mr. WEIDEMAN. I yield to the gentleman from West 

Virginia. 
Mr. RANDOLPH. I have been enjoying the remarks of 

the gentleman very much. I want to ask the gentleman 
this question: Does the gentleman believe that the present 
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administration, if it came to an· issue between Wall Street Now, you may say this is not -any Iault of oms, but nur 
and Main Street, would stand on the side of Main Street? Government does not change with a change of administra-

Mr. WEIDEMAN. I think so. We are headed that way; tion. Even if there was an error of the J)revious adminis
only I hope the present administration takes a stand with tration, I think there is a moral duty on this administration 
respect to Wall Street now and declares its financial in.de- to pay all these losses occasioned by tlle false bank reports, 
pendenee. I am not afraid of Wall Street, and I am not which the depositors believed to be true. 
fearful of the consequences of the withdrawal of the sup- In return for this money that the Government will pay, 
port of Wall Street from our welfare program that we _are they take over the assets of the banks and the liabilities of 
now initiating. We will get enough men in this House to the stockholders in these banks. l do not believe for a1nm
vote to run our own banking institution, and the :sooner we ute we should release any stockholder from any liability 
abolish the Federal Reserve System the better. The sooner that he may now have. 
we reestablish the Treasury .and the subtreasuries of the "THE UNITED STATES SHOULD NOT LOSE MONEY ON PAY OFF 

United States and the United States does nat -sell out to The Government may suffer some loss, but I do not believe 
private banking 1nstitutions the .right to control the cur- they should suffer any loss wllatever on the final liquida
rency and the moneys of the Nation the sooner we will tion. Let me refer to a particular instance I know about. 
have a government of, by, and for the people. Since the receivers have been operating the First National 

Mr. EV.ANS. Will the gentleman yield? Bank in the city of Detroit it bas made a profit of approxi-
�M�r�~� WEIDEW.N. I yield. mately $3,000,000, and this has been done during the last 
Mr. EVANS. The gentleman's bill applies only to savings year. So they have not done so badly tbere. The assets 

accounts, does it not? are there and there is no reason why the Government should 
Mr. WEIDEMAN. No; it applies to both savings and iinally lose any money at all, and if this same prineiple 

commercial accounts. It is the bill of the gentleman from works out with the other closed banks the Government will 
Michigan, on your side, Mr. McLEOD. not lose a penny. 

Mr. EVANS. What sort of distinction is made between Secondly, in many of the large banks real-estate mort-
Eav.ings accounts and the ordinary commercial accounts? gages form a substantial part of the assets and the value of 

Mr. WEIDEMAN. I yield to the gentleman from Michl- real estate throughout the country is generally depressed at 
gan [Mr. McLEonJ, who can answer the gentleman's ques- this time, but as more money is put in circulation, as it 
tion. should be, the value of real property will rise proportionately. 

Mr. EVANS. I have asked the gentleman how the bill So these assets that the banks are holding now at depressed 
distinguishes between savings accounts, which you recom- figures cannot do anything but rise, because if the value of 
mend be repaid by the Government, and the ordinary com- property does not rise we might as well stop trying to bring 
mercial accounts that now lie in the closed banks with about recovery, because the history of panics shows that 
frozen assets. ' whenever money is withdrawn from circulation you have a 

Mr. McLEOD. There is no distinction. panic, and when it is put back the opposite occurs, and 
Air. EV ANS. In other words, the gentleman's bill pro- J>rices rise and the citizens become more prosperous. 

vides for repayment by the Government or the underwriting [Here the gavel fell.] 
by the Government of all these -deposits, both savings and Mr. McLEOD. Mr. Chairman, I -yield the gentleman 5 
commercial, in these closed banks with frozen assets? additional minutes. 

Mr. McLEOD. That is correct. Mr. BLANCHARD. Will the gentleman yield? 
Mr. EV ANS. On the basis that if permitted to stay in Mr. WEIDEMAN. I yield for a brief question. 

business, these various banks are much better prepared to Mr. BLANCHARD. I have seen statements ·that the loss 
liquidate their frozen assets than the Government would might reach 20 percent. I judge from the gentleman's state
be able to do through receiverships? ment that he has the idea it would not reach any such 

Mr. McLEOD. No; the banks that are already in active amount. 
receiverships are the oirly ones concerned by this bill. Mr. WEIDEMAN. It would not come close to it, based on 

Mr. EVANS. This bill only applies to those already in the experience we have had in Detroit, and I may say that 
receiverships? we represent 359,000 depositors with deposits under the 

Mr. McLEOD. Yes. amount of $1,000 in one bank. So we have quite a problem 
Mr. EVANS. What about .the banks that are still closed there. 

but not in receiverships? Mr. LANZETI'A. Will the gentleman yield? 
Mr. McLEOD. Conservatorship banks? Mr. WEIDEMAN. I yield. 
Mr. EVANS. Yes. Mr. LANZETTA. Has the gentleman any figures on closed 
Mr. McLEOD. They have an opportunity under the pro- banks throughout the United States? 

visions of the bill either to reorganize or reopen as the Mr. WEIDEMAN. Yes; it will cost between one billion 
tlepositors of such a bank see fit. and one billion and a half dollars to pay off depositors and 

Mr. WEIDEMAN. There is not any distinction in the bill receive the assets. One billion five and a half million dollars 
between commercial and savings deposits and there is no is the top figure; but in return the Government is going to 
reason why there should be. take over all the assets of these banks, and if other parts of 

DEPOSITORS TRUSTED BANK EXAMINERS .the country will just ride along in the same condition as 
I now want to continue along the line I started as to the 

responsibility of the Government to the depositors. I say 
that if the depositor knew that the banks were not Govern
ment inspected, the responsibility would then rest lipon the 
depositor to inquire himself as to what bank he should put 
his money in. ln the case of the Federal Reserve banks we 
had the �c�o�~�d�i�t�i�o�n� of the Federal bank examiners, under the 
authority of the Treasury Department, examining banks 
regularly and making reports, apparently, as to the true 
condition of such banks. Then we find the Government 
condoning the issuance of false reports to the public, as was 
done during the last administration, because I believe the 
President of the country, Mr. Hoover, wanted to build up a 
picture that this country was coming back, based on .a ialse 
premise, false bank reports. He did not want to let the 
people know what was happening and he therefore condoned 
the issuance of these false reports. 

the banks in Detroit, which represent a considerable amount 
of the total, I would be willing to guarantee that we will 
make money for the Government. 

Mr. LANZETTA. Did I understand the gentleman to say' 
it would cost the Government from $1,000,000,000 to $1,500,-
000.000? 

Mr. WEIDEMAN. No; I do not think it will cost the Gov
ernment anything. 

Mr. LANZETI' A. I mean the assets of the banks. 
Mr. WEIDEMAN. No; to put out money to pay off the 

deposit liabilities will cost between $1,000,000,000 and $1,500,
ooo,ooo; but in return the Government is taking over all the 
assets of these banks. 

Mr. LANZETTA. What is the amount of the assets of 
these banks? 

:Mr. WEIDEMAN. It all depends on -when yon appraise 
them and when you .sell .them. Stocks and .assets of banks 
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that were sold 6 months ago were sold at 30 percent of what 
they are worth now. If the liquidators that were in such 
a hurry to liquidate those banks had waited just 6 months, 
instead of the depooitors in those banks getting 25 or 30 
cents on the dollar, they would have received 100 cents on 
the doliar. 

Mr. DONDERO. Will the gentleman yield? 
Mr. WEIDEMAN. I will yield to the gentleman. 
Mr. DONDERO. Is it not true that this bill would put 

money into every nook and corner of the Nation? 
Mr. WEIDEMAN. The gentleman is correct; I am get

ting to that. The value of real estate throughout the coun
try is generally depressed at this time but as more money is 
put in circulation, as it should be and probably will, the 
value of property will rise proportionately. Third, the oper
ation of the Home Owners' Loan Corporation will take out 
of the bank portfolios these mortgages and other property 
collat.eral, that were deemed to be of the least value; that is, 
those loans that were on defaulted mortgages, that were in 
default for a period of 2 years. It is mortgages of that type 
that are being redeemed by the H.O.L.C. These were the 
mortgages of the poor people, of the workers, mortgages of 
those people whom the depression hit first. It was the per
son who was interested in purchasing a home for his family, 
the man who wanted to reside permanently in his com
munity. Those people were the really substantial citizens. 
The H.O.L.C. are absorbing millions of that type of mort
gages, and these mortgages will be good mortgages because 
most of them were amply secured but got in default when 
this class of owners found themselves helpless, and were un
able to continue to make payments. This was due to the fact 
that they themselves could exercise no control over their 
economic conditions. Whether they worked or whether they 
were unemployed was due entirely to the whim and will of 
the overlord, our modern-day big banker and big indus
trialist. 

MICHIGAN H.O.L.C. HONESTLY ADMINISTERED FOR PEOPLE 

There was some debate yesterday in the other body con
cerning the organization of the H:OL.C. as a political unit. 
I am glad to say that that condition does not prevail in the 
State of Michigan. The H.OL.C. in the State of Michigan 
has men of all political parties working within its ranks, and 
I am glad to see my Republican friends in the House agree. 
The test applied by the Michigan manager, Mr. John F. 
Hamilton, was whether or not you could faithfully and 
honestly fulfill your duty to the Government, and were able 
t;o handle your particular job in the H.OL.C. The H.O.L.C. 
in the State of Michigan has a great and sympathetic execu
tive as it head, and that corporation in Michigan has scaled 
down the mortgage debts more, I am informed, than any 
other State in the Union. It is functioning in the interest 
of the small home owner and has attempted to protect them 
from the unreasonable terms of land contracts that were 
purchased by them during the boom period. At that time 
the real-estate agent in.flamed their minds to buy real estate, 
so every mechanic thought he would be made a millionaire 
by the purchasing of real estate, and just about that time 
the Wall Street bankers decided that credit should be with
drawn and the currency of the country deflated, and away 
went the dream for riches of the American laborer. 

Now the small deposits in national banks were generally 
made by savings from wages of over the period of 5, 10, and 
20 years, so the small depositor would have a nest egg upon 
which he could live in the afternoon of his life. The small 
depositor put confidence in its Government and in the report 
of the Government officials, as to the soundness of the Fed
eral Reserve banks. The small depositor was barraged on 
all sides by propaganda, building up his confidence in na
tional and Federal Reserve banks. This propaganda took 
the form of billboards reading "Trust your banker", and 
"Member of the Federal Reserve System." Newspapers 
were filled with propaganda urging the people to put their 
money away for a rainy day and deposit it in a bank that 
was a member of the Federal Reserve System. I say it is 
unfair for the Government of the United States to say t;o 
539,000 small depositors, having accounts les.s than $1,000 

each, in the Detroit banks alone, I say it is unfair for the 
Government to say now that although our agents made a 
false report to you concerning the actual conditions of the 
banks, we are under no obligation to you. I want you to 
bear in mind that these agents who made these false re
ports have under this administration been removed from 
the Treasury Department, and I, as one Member of Congress, 
am grateful to our President for his removing them. 

If the assets of the Federal Reserve banks and national 
banks are liquidated in a· slow manner and over a period of 
years, I have no doubt that the Government with honest 
officials in charge should not lose one penny. If the present 
receivers are forced to sell the assets of the closed banks 
under force of hammer, the depositors will be the ones that 
will suffer. The same speculators and bank officials that 
got the depositors to buy real estate and deposit their money 
in the banks will again benefit from the sales of the assets 
of the banks under forced sales of a depressed market. 

I hope this House passes the McLeod bill (H.R. 8479) when 
it is brought before you for consideration. [Applause.] 

Mr. McLEOD. I yield to the gentleman from Minnesota 
[Mr. KvALE] such time as he may desire. 

Mr. KVALE. Mr. Chairman, I gladly join my colleague 
from New York [Mr. SrssoNJ in demanding a thorough
going investigation of the milk-distribution industry of this 
country. 

Specifically, I wish to echo and reiterate his enthusiastic 
support of a resolution by Representative KoPPLEMANN, of 
Connecticut, calling for an investigation by the Federal 
Trade Commission, and to insist that only such a factual 
inquiry will be really productive. 

I have heard the Agricultural Adjustment Administration 
condemned on this floor because of its refusal to be a party 
to the fixing of consumer's prices for milk, which in effect 
means that it hM refused to use the powers given it by the 
Agricultural Adjustment Administration to guarantee the 
distribution costs of the milk industry and to assure the 
collection of a price to the distributor with such assurance 
of profit which these retail prices would give. 

From such evidence as is at hand I am inclined to believe 
that the Administration is more than justified in its atti
tude. I note that Secretary Wallace bases his refusal to 
enforce these retail prices upon audits of books of dis
tributing companies in four cities, showing profits ranging 
from 14 to 30 percent, based upon what the administration 
considers to be fair capitalization and reasonable salary 
scales. These salary scales, I may add, are not the scales 
which are in effect; far from it; but are the scales which 
the administration considers would be a reasonable charge 
against returns. 

My own feeling is that there are abundant reasons for an 
investigation. A great many factors in the milk industry 
are known; the farmers' prices are known; the consumers' 
prices are known; thanks to the efforts of the Federal Trade 
Commission, some of the salaries being paid executives of 
the big milk-holding companies are known. 

But there is still a large field which is unknown. The 
milk situation in many of the big consuming centers of the 
country has become a scandal. It has become character
ized not only by exorbitant profits but by racketeering, price 
wars, collusion, and market restrictions of one kind and 
another. There have been strikes and threats of strikes, 
incited by some agency, it is not clear which. In fact, the 
milk-distribution business has become decidedly a big busi
ness institution, with all the earmarks of powerful central-
ized domination. . 

I believe the Federal Trade Commission should make a 
thorough investigation into this business. It should inquire 
into domination of the industry by the large dairy corpora-
tions, which have been growing steadily in scope and power. 
It should inquire into the control of affiliat.e companies 
through stock ownership, interlocking directorates, and other 
means. 

I should like to see the Commission inquire into the possi
bilities that control has been exercised through threat of 
strikes and through actual strikes, as well as through use of 
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credit and banker domination. The capitalization of com
panies engaged in the business would be a fruitful field for 
investigation. The Commission should also inquire further 
into the amounts that are paid in salaries by the distributing 
companies, and the tactics that have been employed in the 
wars between the wagon distributing companies and the 
chain stores. 

I should like to know more about the rackets engaged in 
through excessive freight charges, exorbitant charges for 
terminal service, and for weighing, cooling, and testing at 
country stations. The Federal Trade Commission already 
has disclosed some of the fancy sala1ies being paid by these 
companies. The figures made public by the Secretary of 
Agriculture relating to Philadelphia, Boston, St. Louis, and 
Chicago, indicate that some companies must have been mak
ing exorbitant returns, while the dairy farmers of the coun
try have been suffering on the brink of starvation due to 
ruinous prices being paid to them. 

The Commission also should look into the extent to which 
so-called "cooperatives of company origin" are being used 
to secure their domination over an industry which is essen
tial to the life of the Nation. Just today I have given my 
colleague from New York [Mr. S1ssoN] figures which show 
the extravagant salaries paid executives of dairy corporations 
as recently revealed by the Federal Trade Commission. A 
little work with a pad and pencil will show that such fancy 
salaries mean this: 

Twenty-two executives in two of the Nation's leading milk 
companies--National Dairy Producers Corporation and the 
Borden Co.-received in 1932 salaries totaling $1,057,213, or 
an average salary per man of $48,055. 

Figuring the retail sale of milk at 10 cents per quart and 
the milk requirements of a child at 1 quart per day, or a 
milk bill for the child of $36.50 per year, the salary received 
by the 22 executives is equivalent to the milk bill for 28,965 
children for 1 year. 

The average salary of one executive would pay the milk 
bills for 1,313 children for 1 year. 

Comparing the salaries of the 22 executives with the gross 
income of New York milk producers we find the following: 

Milk production on New York farms in 1932 totaled 
7,340,000,000 pounds. 

A total of 1,370,000 cows was required to produce this 
amount of milk. 

The average production per cow was 5,357 pounds. The 
average number of milk cows per farm in New York State 
was around 10. The total number of farmers required to 
own the average of 10 cows per farm was 137,000. During 
1932 the average price per 100 pounds of milk sold at whole
sale in New York State was $1.20. 

On an average of 10 cows per farm producing 5,357 pounds 
of milk pe1· cow, the gross yearly income per farm in 1932 
was $642.80. 

The average income per cow in 1932 was $64.28. 
On the above basis the annual selary of one executive of 

the two big milk companies is equal to the gross income of 
'i5 dairy farms averaging 10 cows each. 

To pay the salary of the 22 executives of the two big milk 
companies it takes the gross income of 1,650 farms with a 
total of 16,500 cows. 

On the basis of these figures I wish to renew my appeal 
to the House of Representatives for approval of Representa
tive KoPPLEMANN's resolution. Surely it is time for a search
ing inquiry into the conduct of the milk distribution in
dustry. 

As for the farmers, there is no branch of agriculture 
which depends so closely for its return as dairy upon the 
consuming purchasing power. Purchasing power of the 
consumer means everything for the dairy farmer. The col
lection of exorbitant prices for milk injures both the con
sume1· and the producer, when the lion's share of the profit 
goes not to the farmer but to the distributor. Exorbitant 
prices tend to restrict the consumption of milk and with the 
farmer unable to sell his ·milk at any decent price re
striction of consumption adds to the surplus and contributes 
enormously to the low returns and hardships and poverty 

of the dairy farmer. Therefore, I believe that a sweeping in- . 
vestigation of the milk distribution industry and of the profit 
and exorbitant salaries that are being paid would be to the 
benefit of the entire Nation. 

Mr. McLEOD. Mr. Chairman, I yield 10 minutes to the 
gentleman from Pennsylvania [Mr. McFADDEN]. 

Mr. McFADDEN. Mr. Chairman, I rise today to discuss 
several subjects, which I think are important at this time-, 
having to do with the international situation, the trade situ
ation, and that important bill which proposes to give to the 
President of the United States the right to make treaties 
with foreign powers on the question of tariffs, war debts, 
and. international exchange. 

Since the election of 1932 President Roosevelt has had 
much to do on the war debts owed to the United States by 
the foreign countries. Following the visit to the United 
States of the British debt mission and the negotiations con
ducted by the British Ambassador, Sir Ronald Lindsay, and 
the poverty plea presented by the British of their inabilitJ 
to keep up their payments under the Mellon-Baldwin agree
ment, the President arranged that Great Britain could make 
a token payment and save her face from default. Several 
other foreign nations have continued their default. 

The remarks that I am making here today refute the 
poverty plea which was presented to this administration, 
and which places the debt which Great Britain owes the 
United States right back where it was when the Mellon
Baldwin agreement was negotiated. That agreement was a. 
fair agreement and should be carried out to the letter. 

As an indication of the attitude of many of the leaders 
of Great Britain, I am calling your attention to the following 
letter written by Philip Snowden on July 30, 1927, to a. 
mutual friend: 

EDEN LODGE, TILFORD, 
Nr. Farnham, Surrey, July 30, 1927. 

DEAR Sm: I thank you for your letter of the 26th instant and 
copies of the two articles of yours which have appeared in 
L'Italiano. 

I have read these articles with much interest. r am 1n entire 
agreement with the central economic point of your argum.ent as 
to the payment of external debt. But I am afraid I do not share 
your views on the British debt to America. It might have been 
a good thing for British credit at the time that Mr. Baldwin 
should have made the sett:I£ment, but it was none the less a 
Shylock proceeding on the part of the United States. Mr. 
Churchill's debt agreements with Italy and France stand out in 
marked contrast, especially when we remember that small part 
the United States played in the war, and the extent to which sh.e 
has been enriched by the economic impoverishment of Europe. 

But I do agree that no useful purpose is likely to be served by 
Great Britain complaining loudly about the debt to America. rt 
might be bietter to wait until America begins to realize that what 
you say about the effect of the receipt of reparation payment ap
plies to the receipt of debt interest and payment, too. America 
is too rich and prosperous at present to feel the e.ffect of these 
disturbances. 

I was particularly interested in your fulsome eulogy of Mus
solini as the greatest of economists, bankers, etc. The Italian 
bankers, university professors, and business men must have been 
very ignorant if they needed to be taught the simple and obvious 
truths about internal and external financial policy. 

It is yet too early to form a final conclusion of the success or 
failure of Mussolini's policy, but the recent trend of economic 
affairs in Italy do not justify much optimism. 

I am sorry I am not able to see you to talk about these matters, 
as I am not likely to be in London for the next few months, now 
that Parliament has risen. 

With renewed thanks, I am, yours sincerely, 
PHILIP SNOWDEN. 

I would direct your particular attention to the following 
language in his letter, which expresses, I am sorry to say, 
the attitude of mind of many of the British as regards therr 
debt owed to the United States: 

It might have been a good thing for British credit at the time 
that Mr. Baldwin should have made the settlement, but it was 
none the less a Shylock proceeding on the part of the United 
States • • •, especially when we remember the small part the 
United States played in the war and the extent to which she has 
been enriched by the economic impoverishment of Europe. 

• • • No useful purpose is likely to be served by Great Brit
ain complaining loudly about the debt to America. It might. be 
better to wait until America begins to realize • • • the effect 
of the receipt of reparation payment appms to the receipt of debt 
interest and payment, too. America is too rich and prosperous at 
present to. feel the e.ffect of. these disturbances. 
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Philip Snowden, ex-Chancellor of the Exchequer, a very · 

great factor in the formation of Great Britain's policy deal
ing with the United States on war debts, is now a member 
of the House of Lords of the British Parliament and one of 
England's outstanding statesmen. 

In the face of the statements which I am today making 
and the revelation of the investment resources of Great Brit
ain taken in conjunction with this letter, how can this 
administration-in the face of all these things-be def ended 
in its attitude looking toward a reduction of the British 
debt;-owed to the United States Governmnent-either di
rectly or through camouflage manipulations of international 
exchange or tariff treaties? 

For the benefit of the Right Honorable Philip Snowden 
and the people of the United Staites and those misguided 
people in official position who have authority on debt set
tlements I call attention to this: 
Statement showing long-term foreign loans by United States of 

America since 1921 

Interest on 
Year Total loans Refunding Excess exports Excess loans commercial 

debts 

1g21 ____ $62.5, 820, ()()() -------------- $1, 296, 859, 594 I $671,039, 594 $31, 291, 000 1922_ ___ 869, 992, ()()() -------------- 473, 089, 163 396, 902, 837 74, 790, 600 
1923 ____ 54.3, 639, 764 $144, 113, 366 375, 427, 117 24,099, 281 101, 972, 588 
1924_ ___ 1, 589, 130, 900 394, 575, 445 980, 429, 392 214, 126, 063 181, 429, 133 
1925 ____ 2, 482, 152, 050 276, 133, 400 683, 259, ()()() 1, 522, 759, 650 305, 536, 735 
1926 ____ 1, 891, 963, 861 139, 340, 301 377, 575, 000 1, 375, 048, 560 400, 134, 928 
1927 ____ 2, 311, 304, 309 239, 350, 200 680, 633, ()()() 1, 391, 321, 109 515, 700, 144 
1928 ____ 2, 381, 674, 710 285, 632, 900 1, 037, 689, 000 1, 058, 352, 810 6.3!, 783, 880 
1929 ____ 1, 680, 047, 000 21!,089,000 841, 634, 000 624, 324, coo 718, 786, 230 

TotaL 14, 375, 724, 594 1., 693, 234, 612 6, 746, 595, 266 5, 935, 894, 716 2, 964, 425, 238 

1 Decrease. 

You will observe from the above statement that the aggre
gate amount of loans during 1921 through 1929, which the 
United States made abroad, comes to $14,375,724,594, which 
is approximately the aggregate amount of American invest
ments as contained in the tabulation entitled "World In
vestments of Great Britain and the United States." You 
will also observe that the interest -0n commercial debts of 
$718,786,230 for the year 1929 is approximately the same as 
the figure given in World Investments of Great Britain and 
the United States under the column entitled "Income on 
Commercial Securities." 

You will observe in the above statement that since 1921, 
after refunding and payment of excess United States ex
ports, there remains an excess of loans amounting to $5,935,-
894,716, from which must be deducted the sum of $2,964,-
425,238 for interest on commercial debts. The balance of 
$2,971,469,478 should be accounted for as follows: The inter
est payments on war debts during 1921 through 1929 should 
aggregate approximately $1,375,000,000 {my estimate), leav
ing a net cash surplus of $1,596,469,478, which was used by 
the borrowing nations as they pleased, some of it being used 
under pressure to liquefy certain outstanding frozen credits. 

I would suggest that these figures will prove to the Right 
Honorable Lord Snowden and even to the Members of the 
Senate and House that the United States has been carrying 
the burden of feeding, clothing, and supplying raw mate
rials to the nations of the world to the extent of the paltry 
sum of $14,375,724,594 from her own resources and has 
taken in return questionable IO U's in lieu thereof. This is 
what Lord Snowden calls this situation: " The enrichment of 
the United States of America at the expense of impoverished 
England and Europe." 

Is there any wonder that the people of the United States 
today lack purchasing power? 

May I suggest to the Right Honorable Lord Snowden and 
the Right Honorable Neville Chamberlain, Chancellor of the 
Exchequer, that the Right Honorable Stanley Baldwin made 
a proper debt settlement with the United States? 

This Congress created, at the instance of the President, a 
stabilization fund of $2,00.P,000,000 in gold. The argument 
put forward to this House and this Congress for this most 
unusual legislation was that it would raise the price level in 
the United States, that it would raise the price of farm 
products, and would go a long way toward returning this 

country to the 1926 priceJevels. I wonder if there is any 
disappointment on the part of the administration as to the 
effect thus far of the operation of this fund. An examina
tion of the price indices shows that it has not affected price 
levels to the extent that was claimed by the proponents of 
that particular legislation, nor will it have the effect that 
was claimed by the proponents of this particular legislation, 
because they failed to take into consideration the question 
of velocity in financial transactions and settlements that 
are made through the use of checks. 

On January 30 the Right Honorable Neville Chamberlain, 
Chancellor of the Exchequer, is reported to have assured 
a questioner in the House of Commons in explaining the 
British equalization fund: 

Great Britain is not using its exchange equalization fund to 
put the pound at any particular level. The purpose of the fund 
is to correct temporary fiuctuations in the exchange value of 
sterling. It has not been used to create an artificial value of 
sterling for the purpose of returning to the gold standard, or any 
other purpose. 

He said: 
Since there has been a great deal of confusion on this matter, 

I should, perhaps, add that in my opinion it would be ineffective 
if so used. 

When he was asked whether or not the British equaliza
tion fund would be used in competition with the American 
fund, he said: • 

I think it is better to wait and see what the operation of this 
fund in America is going to be. 

He then assured the House of Commons that the original 
capital of the British exchange stabilization fund is still 
intact. Let me say that when he uses the word "intact" 
he uses a word having the widest scope and interpretation. 
I would suggest that the fund is intact because all the 
conscripted securities have been taken over by the British 
Government at a price far below their market value in Great 
Britain, and I feel certain that when he used this word 
"intact" that he had a diabolical grin on his face-

r think it is better to wait and see what the operation of this 
fund in America is going to be. 

If the Right Honorable Neville Chamberlain agrees with 
the management of the stabilization fund in the United 
States on a plan of stabilization of the new dollar with the 
pound he will drive a bargain for the benefit of Great Britain 
to the great detriment of the people of the United States on 
war debts and tariffs. 

The British Government-that is, the treasury officials 
and Downing Street-are not ready to discuss stabilization 
at this time; and in my judgment they do not want stabili
zation conversations until the United States Government 
gives assurances that the war debts will be reduced. and re
vised as to future means of payment. I desire to point out 
that high finance in both London and Paris at the present 
time is dominated by international bankers, and it would be 
a most unfortunate time for the United States to enter into 
any agreements while the Right Honorable Neville Chamber
lain is Chancellor of the Exchequer. Mr. Chamberlain is 
too closely tied in with this particular international finan
cial group that is now attempting to deal with this situation. 
And might I suggest at this time that even though they 
are delinquent in the payment of their war debts to the 
United States, that France is a very much interested party in 
this question of the stabilization of international exchanges. 

May I also point out for the RECORD that at present there 
is no fixed parity between the pound, the franc, and the 
new American dollar; and in . this connection I am inter
ested in a statement by Universal Service recently stating 
that the administration just recently designated Gov. George 
L. Harrison, of the New York Federal Reserve Bank, to 
conduct immediate discussions with Great Britain on cur
rency stabilization; that his efforts are to be directed to 
perfecting the details of a working agreement between the 
two countries to peg the pound and the dollar and avoid 
unnecessary exchange fluctuations; that the trans-Atlantic 
telephone will be the medium used by Harrison to confer 
with officials of the Bank of England. 
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Later it was learned in high administration quarters that 

a delegation of British financial experts may be invited to 
" come to Washington to carry on formal negotiations "; that 
under the projected plan the formal negotiations would 
encompass not only currency but war debts and trade agree
ments, that a heavy curtain has been drawn over operations 
of the $2,000,000,000 stabilization fund, and that the Presi
dent emphasized that henceforth there would be no disclo
sures in connection with currency negotiations with Great 
Britain or any other nation. The President at his press 
conference said that subject was forbidden fruit. Hanison 
will report on his conversations direct to the President and 
Secretary of the Treasury Mongenthau that there will be 
no intermediaries. The President himself will make all 
decisions, that in the end the administration is confident it 
can force the world to come to Roosevelt's viewpoint. 

And in an article by Thomas C. Watson, of Universal 
Service, with a London, England, date line, February 2, it is 
stated: 

Washington has sounded out Great Britain on the prospect of 
meeting of experts probably in London for the purpose of reach
ing an understanding on the operation of the British and Ameri
can exchange equaliza1;ion funds. While silence of officialdom 
prevailed it is said in reliable circles that Sir Frederick Leith Ross, 
financial adviser of the British treasury, will represent Great 
Britain. This is the same gentleman who recently left the United 
States, having been here for the purpose of discussing the war 
debts owed to the United States by Great Britain, which con
ferences broke up without any action so far as the public now 
knows. 

May I again call your attention to what I said on the 
floor of the House during the discussion of the gold mone
tary bill that the policy of actual devaluation and inter
national stabilization must be deferred until such date as 
the Government of the United States will have had time 
to enter into bilateral agreements with (a) all the repre
sentatives of America, (b) the self-governing Dominions 
of the British Empire, (c) the continental nations of Europe, 
and (d) Great Britain; that before any definite arrange
ment is made with Great Britain, bilateral agreements 
should be made with each of the other countries that -I 
have just named? 

May I point out in connection with the serious situation 
which the administration is developing in attempting to deal 
first with Great Britain on this question of stabilization, 
that the great trade possibilities of the United States lie to 
the south in the South American countries, and in this con
nection I desire to call your attention to the plan that Great 
Britain put into operation during the World War, when her 
credit resources were strained and she began to make loans 
from the United States. England established the American 
Dollar Securities Committee, the purpose of which was to 
secure the aid of all the British Nationalists for the British 
Empire, and into this committee were mobilized all of the 
security holdings of the Britishers in American. securities, 
and these securities were either sold or used as a basis of 
credit by the British Empire. I am placing in the RECORD 
at this point portions of a copy of the report of the American' 
Dollar Securities Committee, as issued by Stanley Baldwin, 
Treasury Chambers, November 20, 1919, in which you will 
find a nomenclature of nearly all the American dollar se
curities owned by the British investors. 

REPORT OF THE AMERICAN DOLLAR SECURITIES COMMITI'EE 

The Right Honorable AUSTIN CHAMBERLAIN, M.P., 
Chancellor of the Exchequer. 

Sm: The functions of the committee were to control the opera
tions initiated at the treasury for the purpose of improving and 
maintaining the American rate of exchange, which had been gradu
ally falling since the commencement of the war as a result of the 
large purchases of munitions and other goods. 

Immediately preceding the declaration of war the cable rate in 
New York was abnormally high, being marked at $7 to the pound 
on the 1st of August 1914, although it ls doubtful if much busi
ness was done above $5 to the pound. The rate gradually fell 
until the end of the year, when it was quoted at �4�.�8�6�~�.� In 1915 
the rate still continued to fall until July, when the quotation 
was 4.77. 

In July 1915 the treasury took the first step with the view of 
helping the exchange by instructing the Bank of England to pur
cha.se American dollar securities in London and transmit them to 
New York for sale; and these operations were continued until the 

close of the year, by which time securities of the nominal amount 
of $233,000,000 had been purchased. In the meantime the ex
change had fluctuated between the rate of $4.77 and $4.51, with an 
upward tendency from the end of October. 

On December 15, 1915, ·a circular letter to insurance and 
trust companies was issued by the treasury requesting them to 
submit lists of American dollar securities which they were willing 
to sell or deposit on loan with the treasury, and on December 31, 
a corresponding circular was issued to the general public. 

A scheme setting forth the conditions under which the securi
ties would be (1) purchased, or (2) accepted on loan (subse
quently known as scheme A, see appendix A), was published in 
the London Gazette of December 17, 1915, and, as this scheme 
formed the basis of the operations of the committee, the salient 
terms may be mentioned. 

(1) Purchase: The treasury undertook to purchase any suitable 
dollar securities at prices based on current New York Stock Ex
change quotations, the sterling price to be paid being calculated 
at the exchange of the day; in the case of no reliable quotation 
�~�e�i�n�g� available the price was to be fixed by agreement. 

Exchequer 5-percent bonds maturing in 1920, available for sub
scription to any future long-dated war loan at face value plus 
accrued interest, could be ta.ken at the seller's option in lieu of 
cash. 

(2) Deposit on loan: Securities loaned to the treasury were to 
be accepted for 2 years from the date of deposit, on the under
standing that the interest received on such securities would be 
paid to the depositor, together with an additional payment at 
the rate of one half of 1 percent per annum on the nominal 
amount of the security. The securities would be inscribed in a 
treasury register and transferable by deed, but so as not to involve 
the depositor in any additional expenditure for stamps or fees; 
and treasury certificates negotiable on the London market would 
be issued for each deposited security. Depositors had the option 
to release securities so deposited by payment of the. dollar value 
in New York, or they could be sold on behalf of the depositor, 
the understanding in each case being that the equivalent value in 
sterling at the exchange of the day should be paid in London. 

Forms for offering securities for sale to the treasury or for 
deposit on loan were issued on the understanding that the treas
ury would indicate those securities which the treasury would pur
chase or accept on loan as the case might be. A large number of 
these forms were sent in and were used as opportunity offered 
until they were declared obsolete on March 24, 1916. 

In January 1916 the committee commenced operations by the 
issue of a selected list of 54 American dollar securities, the respec
tive quotations being based on the current New York price 
specially sent by cable the previous night. This list was posted 
daily on the London Stock Exchange at 10:30 a.m., and bargains 
could be booked or contracts made at the quoted price up to 3 
o'clock in the afternoon (1 o'clock on Saturdays). Subsequently, 
the closing hour was extended to 4: p.m. At the same time the 
offi.cial quotations of this list were telephoned by the post offi.ce 
to all the provincial stock exchanges, and a bargain could be made 
by the broker by means of a telegram handed in at the local post 
offi.ce by 2 o'clock of the same day, the contract note and relative 
securities following by post. As the time �a�v�~�i�l�a�b�l�e� for provincial 
brokers to obtain the prices and transact the business with their 
clients was practically limited to 3 hours it was soon deemed 
advisable to accept wires handed in by 4 o'clock at latest, and 
notification was given accordingly. 

On the first day securities to the value of as much as £450,000 
were obtained, and the figures were rapidly increased as the scheme 
became more widely known-in fact, the business was such that 
it was found desirable to have special contract notes printed which 
provided for the purchase money's being paid in exchequer bonds 
as well as in cash, and for the physical-possession certificate 
required to exclude enemy securities. 

Additional lists of suitable bonds and shares were published 
from time to time, and by this means the treasury had, by March 
17, 1916, offered to purchase at the offi.cially quoted prices no 
less than 256 selected securities. Furthermore, very large blocks, 
not necessarily limited to the investments quoted in these lists, 
were purchased from various insurance companies, banks, etc., at 
agreed figures, and in this connection the preliminary information 
supplied on the forms to which reference has previously been 
ma.de was found most useful. The value of securities so obtained 
by that date was £40,500,000. 

So far the operations of the committee had been limited to the 
purchase of securities for sale in America, but the requirements of 
the Government necessitated increased support, and the treasury, 
on Mareh 24, 1916, decided that deposit on loan of securities 
should be commenced. Preparations for this extension of the 
committee's operation had been made beforehand, a booklet con· 
taining a list of 778 securities suitable for deposit was issued, 
together with a set of working regulations and a copy of the 
scheme as published in the London Gazette on the same day. 
The minimum am6unt of any one security acceptable for deposit 
was fixed at $5,000 (£1,000). 

The forms of offer under the original scheme of deposit were 
declared obsolete, and special forms of offer were issued in which 
a copy of the scheme was reproduced, and the owner of the securi
ties signed a contract accepting the terms of the scheme. 

Both parts of the original scheme were now in active operation, 
and the business of the committee increased accordingly. 

On May 16 a booklet of 909 securities which the treasury would 
purchase or accept on loan was published. During the period from 
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March 17 the amount paid for securities bought was £8,500,000, 
and the nominal amount of securities deposited on loan $40,-
300,000. As these figures were below the amounts required and 
since some hesitation to comply with the treasury wishes was 
evident, the Chancellor of the Exchequer issued a special request 
for increased support on May 27, 1916, and, on May 29, a resolu
tion of the House of Commons provided for an additional income 
tax of 2 shillings in the pound on such securities as the treasury, 
by means of special lists, declared its willingness to purchase. 
This resolution was embodied in section 27 of the Finance Act, 
1916 (6 and 7. Geo. V., chap. 24), which imposed the tax on securi
ties to be specified, which were not placed at the absolute dis
posal of the treasury either by sale or deposit. 

Relief from the additional income tax could be obtained by 
holders of securities in cases in which failure to place them at the 
disposal of the treasury was unavoidable, or in which the securities 
were held by-persons who were not domiciled in the United King
dom. It was arranged that the committee should deal with claims 
for exemption from the additional tax in the cases in which 
failure to deposit was unavoidable and that the inland �r�e�v�e�n�u�~� 
should deal with those relating to domicile. 

The effect of the resolution was immediately evidenced by a 
large increase in both the sales and deposits. The first special list 
was published in the fifth supplement to the London Gazette of 
June 5, 1916, and was followed at intervals during the year by five 
other lists, and the business done is indicated in the following 
statement, dollars being stated in sterling at the rate of $5 to the 
pound: 

Week ending- Purrhases Deposits 

May Zl, 1916_ --------------------------------- £2, 2'1:1, 000 
June 3, 1916----------------------------------- 11, fi75, 000 
June 10, 1916 ___ ------------------------------- 11, 892, 000 
June 17, 1915 ___ ------------------------------- 6, 866, 000 June 24, H)J6__________________________________ 7, 400, 000 
July 1, 1916____________________________________ 4, 225, 000 
July 8, 1916------------------------------------ 3, 087, 000 
July 15, 19111___________________________________ 2, 950, 000 
July 22, 1916___________________________________ 3, 316, 000 
July 29, 1916___________________________________ 2, 591l, 000 
Aug. 5, l!l16 __ --------------------------------- 1, 727, 000 
Aug. 12, l!H6__________________________________ l, 256, 000 

£2, 2l!l, 000 
7, 740,000 
7, 678, 000 

10, 385, 000 
8, 891, 000 
5, 139, 000 
3, 571, 000 
5, 465, 000 
5, 780, noo 
5. 958, 000 
8, 554, ()QI) 
3, 623, 000 

Total 

£4, 446, 000 
rn,:n5,000 
19, 570, 000 
17, 251, 000 
16, 291, 000 
9, 361, ()()() 
6, 658, ()()() 
8, 415, ()()() 
9, 096, 000 
8, 554, 000 

10, 281, 000 
4, 8i!J, 00'.l 

On the 12th of August 1916 the total amount of the purchases 
was £109,228,000, and of deposits £83,614,000, making in all 
£192,842,000. 

On the 16th of June 1916 the �d�e�p�o�~�i�t� scheme was extended so 
as to include securities of less nominal amount than $5,000. 
These small holdings of securities were to be deposited through 
approvEd agents, such as bankers and stockbrokers, by whom the 
offers were to be aggregated and deposited with the treasury in 
the name of the agent. Two hundred and eighty-three agents 
were appointed, the arrangement being that they should practi
cally keep a sub-register and undertake the distribution of the 
interest and additional allowances as they fell due. 

In July 1916 the treasury made a special bid for certain securi
ties of the provinces of Manitoba and Saskatchewan, and in 
August for city of Winnipeg 4-percent consolidated stock, 1940-60. 

On the 12th of August 1916 a new scheme for loan of securities 
to the treasury (known as "scheme B ",see appendix B) was pro
mulgated. The terms of this scheme were in most respects similar 
to those of scheme A, except that (1) the duration of the deposit 
was fixed at 5 years from March 31, 1917, subject to the right 
of the treasury to return the securities at any time after March 
31, 1919, on giving 3 months' notice, and (2) the treasury 
reserved the right of disposing of the securities if necessary, con
tinuing the payment of interest and additional payment until the 
end of the period of loan, when similar securities would be re
turned, or, failing such return, the treasury undertook to pay the 
depositors the deposit value of the securities with an addition of 
5 percent on that value, or the price realized, whichever was the 
greater. The depcs!t value is defined in the scheme. 

Depositors under scheme A were given the option to transfer 
to scheme B, and advantage was taken of this offer to the extent 
of fifty-seven and one-half millions out of a total of eighty-two 
ane one-half millions. The offer was withdrawn on September 
4, 1917. 

All securities which were acceptable on loan under scheme A 
were also acceptable under scheme B, and, in addition, certain 
other securities were included, chiefly foreign and colonial rail
way and Government securities having a ready market in the 
United Kingdom. 

The registered Canadian and South American railway stocks 
were freely offered and aggregated about £173,000,000. An ad
vantageous and economical arrangement was made With the re
spective railway companies, by which they undertook to keep the 
treasury register and to pay the dividends as they fell due. 

By this arrangement the national debt commissioners were re
lieved of the preparation and despatch each year of divided war
rants to the number of 350,000, but in order to be prepared for 
any untoward circumstances a duplicate of the register was set 
up. The treasury certificates, numbering 162,000, were prepared 
in, and issued by, the Department. 

Bearer securities with coupons payable in London were also 
lodged freely and aggregated £112,000,000. In this instance a spe
cial arrangement was made with the paying agents by which they 
undertook to pay the coupons plus the additional allowance for a 

limited time, on being supplied with schedules in duplicate in 
such form as would permit of the calculations' being completed. 
The arrangement lasted until the 30th of September 1917, when 
the whole of the work was taken over by the National Debt om.ce. 

By the 26th of September 1916, the loan of certain sterling se
curities having reached a figure which satisfied the immediate 
requirements of the treasury, it was then decided to curtail the 
list of acceptable securities by withdrawing 6 railway stocks and 
6 classes of Japanese bonds. An extension of time to the 5th of 
October was allowed in the case of such securities already in the 
hands of bankers and brokers for deposit. 

In September 1916 the Federal income tax law was passed in 
the United States, which imposed a tax of 1 percent on United 
States securities held by nonresident aliens, such tax to be in
creased to 2 percent from January l, 1917. The imposition of 
this tax added materially to the work connected with the pay
ment of interest on deposited securities and involved many 
intricate points upon which it was a matter of dtm.culty to obtain 
information from the United States Treasmy. 

In October 1916 Messrs. J.P. Morgan & Co. notified the treasury 
that it would be desirable to include in the collateral for a forth
coming loan in the United States of America a certain amount of 
British railway debenture stocks. As only a limited sum was re
quired, it was decided to issue a private invitation to a few large 
holders, mainly insurance companies, to deposit their stock. The 
terms varied from those of scheme B insofar as the additional 
interest allowed was 10 percent of the annual rate instead of one 
half of 1 percent on the nominal amount of stock, but depositors 
were guaranteed that should any further scheme for borrowing 
securities be introduced, they would be given the advantage of 
any improved conditions or remuneration. The nominal amount 
of the stocks obtained by this method approximated to £17,500,000. 

In continuation of the previous table, the weekly transactions 
of the committee for the remaining portion of the year 1916 were 
as under, viz: 

Week ending-

Aug. 19----------------------------------------
A ug. 2tL ___ ---_ -- --- -- -- -- ---- --- -- ----_ -_____ _ 
Sept. 2 ____ ------------------------------------
Sex>t. 9 _____ ------------ --- -------------- ------
Sept. 16 ________________ : ____ ------------ ------
Sept. 23 ___ ------------------------------------
Sept. 30 ____ -----------------------------------
Oct. 7 ___ --------------------------------------
Oct. 14 ____ ------------------------------ ----- _ 
Oct. 21 ____ ------------------------------------
Oct. 28 ___ ----- -------- ------ -------- ----------
Nov. 4 _____ ------------·-----------------------
Nov. 11 _____ ----------------------------------
Nov. 18 _____ ----------------------------------
NOV. 25_ - - -- ----------------------------------
Dec. 2_ ---------------- ______ -------------- ___ _ 
Dec. 9 ___ --------------------------------------
Dec. 16_ ----------------- _____ ---------- ______ _ 
Dec. 23---------------------------------------
Dec. 30_ --------------------- ------------------

Purchases 

£675,000 
607,000 
674,000 
648,000 
537, coo 
549,000 
387,000 
756, 000 
W,000 
332, 000 
379, 000 
402,000 
402,000 
203,000 
301,000 
325, 000 
53!l,000 
252, 000 
453, coo 
233,000 

Deposits 

£9, 068, 000 
13, 720, 000 
22, 667, 000 
23, 734,000 
26, 206,000 
22, 644, ()()() 
21, 901,000 
22, 676,000 
24,366, 000 
14, 734, 000 
14, 640, o:JO 
13,866, 000 
4,842, 000 
6,026, 000 
6,354,000 
4, 477, 000 
3, 095,000 
3, 739,000 
2, 726,000 
2, 429, ()()() 

Total 

£9, 743,000 
14, 327, 000 
23,341,000 
24, 282, 000 
26, 743, 000 
23, 193, ()()() 
22, 288,000 
23,432, 000 
24,853,000 
15, 066,000 
15, 019, 000 
14, 268,000 
5, 244, 000 
6, 229,000 
6,655,000 
4, 802, 000 
3, 634, 000 
3, 991,000 
3, 179, 000 
2, 662, 000 

The aggregate amount of the purchases and deposits to Decem
ber 31, 1916, were £118,269,000 and £347,524,000, respectively. 

On January 24, 1917, the defense of the realm (securities) regu
lations, nos. 7c, 7d, and 7e, came into force, which gave the 
treasury power to acquire securities and placed restrictions on the 
disposal of same. While securities continued to be received on 
deposit, such securities were to be subject to any orders that 
might be issued by the treasury under the regulations. The 
treasury notice under these regulations, dated January 30, 1917, 
stated the conditions under which securities could be sold abroad, 
and placed-upon the American dollar securities committee the 
duty of issuing the necessary permits. 

On February 17, 1917, the treasury issued the first order under 
the defense of the realm (securities) regulations (sea appendix C), 
applying the provisions of regulations 7c to certain specified secur
ities and requiring the owners or custodians of such securi
ties and other persons interested in them to take effective steps 
to deliver the securities to the American dollar securities commit
tee on or before March 17, 1917, at the prices specified against the 
several securities. 

The general effect of the order was to make the securities speci
fied the property of the treasury as on February 17, 1917, 
including the right to dividends payable on or after that date, 
and to require the proper persons to take all steps necessary to 
effect that purpose. 

Exceptions from the operation of the order were allowed 1n 
certain cases, notably in the case of securities beneficially owned 
on January 24, 1917-and remaining so owned-by persons not 
ordinarily resident in the United Kingdom and in that of securi
ties tendered for deposit before January 26, 1917. 

Arrangements were made for the acceptance in New York of 
securities not in the United Kingdom. 

The compensation named in the order was payable within 7 
days of the transfer, and, in the case of late delivery, power was 
given to reduce the rate of compensation. 

Three additional orders were made by the treasury, the la.st 
being dated May 7, HH7. 

On May 11, 1917, the acceptance of securities on deposit was 
discontinued, �~�x�c�e�p�t� as regards such securities a.s were subject 
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to the additional income tax· of 2s. in the pound, but the purchase 
of securities-was retained. 

On the 17th of November 1917 a requisition order was issued 
requiring the sale to the treasury of Royal Dutch shares. 

Scheme B was closed on the 1st of March 1918, but securities 
subject to the additional income tax of 2 shillings in the pound 
and which had not appeared in any of the requisition orders were 
still accepted on loan for a period to expire on the 31st of March 
1922 under the terms and conditions of scheme A, subject to 
return at any time on the treasury giving 3 months' notice. 

On the 23d of March 1918 a requisition order was issued requir
ing the deposit on loan with the treasury of Uruguayan bonds 
of the 3Y:i-percent consolidated loan-subject to return at any 
time on the treasury's giving 3 months' notice, but otherwise on 
the terms and conditions of scheme B. 

The securities loaned under scheme A for a period of 2 years 
from the date of deposit commenced to fall due for return to the 
depositors in March 1918, and it was deemed desirable to offer to 
extend the term so as to provide for the return of securities termi
nating at the same time as those deposited under scheme B. 
The majority of depositors accepted the offer, securities to the 
nominal value of only $476,270 being returned at the original 
maturing dates. 

On the 2d of January 1919 the prohibition on the sale of secu
rities abroad without the permit of the American Dollar Secu
rities Committee was removed, and the functions of the committee 
were reduced to granting permits for the import of securities 
sent abroad for registration. On the same date the purchase of 
securities was discontinued, except as regards those subject to 
requisition or already on deposit. 

The foregoing furnishes an account of the origin of the com
mittee for the purpose of supporting the American exchange 
and of the various steps taken to assist the foreign exchanges. 

As before stated, the functions of the committee were generally 
to administer the schemes for the purchase and deposit on loan 
of American and other securities and such other operations as 
were more or less ancillary to the schemes. The initiative as 
regards the form these schemes should take rested with the 
Treasury. • 

Generally speaking, the selection of the securities taken and 
executive work connected with purchases were, so far as dealing 
with the public was concerned, undertaken by Sir George May, 
assisted by a staff which included officials borrowed from the 
Prudential Assurance· Co. and the settlement department of the 
stock exchange. The clerical work was undertaken by the Na
tional Debt Commissioners with temporary assistance, and the 
acceptance of securities was managed by a branch office of the 
Bank of England. 

The operations of the committee were in the first instance con
fined to the purchase of suitable securities, and a statement of 
the procedure adopted in calculating the prices offered by the 
treasury may be of interest. 

So long as the purchases were limited to securities comprised in 
the lists published by the committee, the prices were cabled from 
New York in the first instance, and subsequent daily cables indi
cated the changes in quotations from those ruling on the previous 
day. These prices were adjusted for the accrued interest and the 
London parity calculated on the exchange rate of the day. The 
prices so obtained were posted on the London Stock Exchange 
each morning, and by arrangement with the post office were also 
telegraphed to the provincial stock exchanges. 

Suitable securities which were not included in the published 
lists were also purchased, and in these cases special prices were 
obtained from New York, and the London prices calculated in the 
same manner. 

A card system was used for these cases, as well as for variations 
in listed prices, each card representing a particular security, and 
suitably headed for" title of security", index number, and interest 
dates. Columns were provided for date, New York quotation, in
terest accrued, London parity, rate of exchange, and treasury quo
tation. Each card lasted for 12 variations in the price, and when 
completed was filed for future reference. 

This method enabled all the particulars for a series of days to 
be seen at a glance, thus making checking a very simple process 
and the liability to error as negligible as possible. 

When the volume of securities offered for sale to the treasury 
had materially decreased, the transactions were not of sufficient 
magnitude to justify cabling in all cases. The system was there
fore slightly modified by basing the price offered for shares on the 
New York quotations appearing in the London papers, leaving 
bonds only to be the subject of a cable. 

On January 2, 1919, the purchase operations were limited to the 
requisitioned securities and the securities that had been deposited 
on loan; and the purchase of the latter was discontinued �o�~� April 
28, 1919. 

The executive work in connection with the deposit on loan was 
at· the request of the treasury undertaken by the national debt 
commissioners, and necessitated the keeping of an account for 
each depositor for the purpose of recording changes on the treas
ury register, for payment of the interest and additional allow
ances, and for the many other details which arise when a large 
number of securities and individual accounts have to be dealt 
with. 

To cope with the work, further temporary assistance had to be 
obtained, which at first was housed in premises rented at 3 and 4 
Lothbury, but as the work increased it was found necessary to 
obtain more spacious accommodations, and three buildings, which 

had formerly been used as commercial show rooms with inter· 
communication on each fioor, were secured, offering a total floor 
space of about 20,000 feet. These premises, situated at 32 and 33 
London Wall and 5 London Wall Avenue, provided sufficient ac· 
commodation for the whole of the temporary staff, which at one 
time numbered 277. As will be seen by reference to the table on 
page 9, the deposits of securities were very heavy in August, Sep
tember, and October 1916, amounting to as much as £26,000,000 
sterling in 1 week, and to £100,000,000 in the month of September. 
It is difficult to convey an adequate idea of the magnitude of the 
work which devolved upon the national debt office, but it will 
perhaps be realized when it is stated that the department, acting 
as the one center to which the whole of the country was trans
mitting securities, was practically inundated with offers of se
curities during the busy part of the period. Not only were lodg
ments made direct but arrangements were also made for the 
transmission of securities from abroad through the medium of 
the consulates and for lodgments in New York. 

So great was the pressure that it was impossible at times to cope 
with the work in an adequate manner, and some of the less urgent 
matters had to be deferred until a · convenient opportunity to 
overtake the arrears occurred. It must be remembered that the 
bulk of the detail work was performed by temporary employees, 
as the small permanent staff of the office could only supply a. 
limited number for supervising ·purposes, the more so as the work 
of the Department was much heavier than usual owing to the 
war. The principal delay arose in the issue of the treasury 
certificates, but with the assistance of a temporary staff of 60, 
placed at the disposal of the commissioners by the stock exchange 
from March to August 1917, the arrears were overtaken and the 
routine of the business was established. The branch establish
ment of the Bank of England undertook to receive the deposited 
securities and to arrange for their transmission to America, but 
all securities arriving from the provinces and abroad were ex
amined and dealt with by the national debt office before being 
handed over to the bank. 

It is a satisfaction to the committee to be able to state that, 
notwithstanding the immense number and variety of securities 
loaned to the treasury, not a single instance has occurred of a. 
security's being lost. 

In appendix D will be found a detailed list of the securities ac
quired by the treasury up to March 31, 1919, for the purpose 
of maintaining the exchange in New York, and also to a modified 
extent the exchanges in Holland and the Scandinavian countries. 
This statement shows the amounts of each security obtained by 
purchase and on loan separately, arranged under the currency in 
which the security was primarily Issued. The purchases include 
those made by the Bank of England before the appointment of 
the committee, amounting to $233,000,000, or in sterling to 
£46,600,000, and also those securities which were bought after they 
been loaned to the Treasury, the sterling equivalent of which 
amounted to £24,360,000. 

The totals of the several currencies are given in the following 
statement: 

Purchases Loaned 
securities Total 

Num
ber of 
differ-

ent 
securi· 

ties 

Dollar bonds ___________ dollars.. 680, 014, 944 197, 856, 380 877, 871, 324 1, 421 
Dollar shares _____________ do____ 241, 317, 761 303, 593, 880 544, 911, 641 389 
Sterling bonds _________ pounds__ 'J:/, 803, 232 115, 160, 124 142, 963, 356 123 
Sterling shares ____________ do.... 875 -------------- 875 l 
Registered stocks _________ do____ 4, 119, 3.58 171, 851, 047 175, 970, 405 40 
Home railways ___________ do ____ -------------- 17, 494, 182 17, 494, 182 43 
Franc bonds_ ____________ francs __ -------------- 8, 458, 500 8, 458, 500 2 
Krone bonds ___________ Jcroner __ -------------- 8, 152, 100 8, 152, 100 3 
Florin bor1ds ____________ florins.. 111, 600 4, 374, 600 4, 486, 200 4 
Florin shares ______________ do____ 5, 341, 100 -------------- 5, 341, 100 l 

Total _____________________ - --------------!--------------!-------------- 2, O'J:l 

For the purpose of arriving at the aggregate amounts of the 
securities acquired, the various currencies have been converted 
into sterling at the customary rates, viz, $5 to the pound, 25 francs 
to the pound, 18 kroner to the pound, and 12 florins to the pound. 

Purchases Loaned 
securities Total 

Dollar bonds ____________________________ £136,002, 988 £39, 571. '1:16 £175, 574, 264 
Dollar shares____________________________ 48, 263, 552 00, 718, 776 108, 982, 328 
Sterling bonds___________________________ 'r., 803, 232 115, 160, 124 142, 963, 356 
Sterling shares___________________________ 875 -------------- 875 
Registered stocks________________________ 4, 119, 3.58 171, 851, 047 175, 970, 405 
Home railways __________________________ -------------- 17, 494, 182 17, 494, 182 
Franc bonds ___________________________ _:_ -------------- 338, 340 338, 340 
Krone bonds ___ ------------------------- -------------- 452, 894 452, 894 
Florin bonds____________________________ 9, 300 364., 550 373, 850 
Florin share.s____________________________ 445, 091 -------------- 445, 091 

�1�-�-�~�~�~�~  " �~�~�~�~�~  " �~�~�~�~�~� 

Total .• ---------------------------- 216, 644, 396 405, 951, 189 622, 595, 585 

The above figures do not include a special creation of $40,· 
000,000 Canadian Pacific Railway 4-percent dollar debenture stock 
deposited by the Canadian Pacific Railway Co. 
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From the above statement it will be seen that the 

total securities purchased amounted to __________ £216, 644, 000 
Of which the Bank of England bought____________ 46, 600, 000 
And the American Dollar Securities Committee______ 170, 044, 000 
The deposits on loan at Mar. 31, 1919, amounted to_ 405, 951, 000 
The deposits on loan sold to treasury amounted to__ 24, 360, 000 
And the special deposit of the Canadian Pacific Rail-

way Co. amounted to____________________________ 8,000,000 

Making the total amount �a�c�~�u�a�l�l�y� deposited__ 438, 311, 000 
The dollar securities can be analyzed to a limited extent, thus: 

Purchased Loaned Total 

Dollar bonds ____________________________ £13G, OC2, 98S £39, 571, 276 £175, 574, '.'64 
Dollar shares--------------------------- - 48, 263, 552 60, 718, 776 108, !.182, 32'3 

T otal. - ---- ------ - - ---------------- 1S4, 265, 540 100, 290, 052 
Deduct Canadian securitfas included____ 6, 651, 836 27, 361, 344 

American securities________________ 177, 614, 704 72, 9'.!S, 703 

284, 556, 592 
34, 013, 180 

250, 543, 412 

. It will be seen that of the American doll ar securities, amount
ing to £250,543,000, which came into the possession of the treas
ury, £177,614,000, or 71 percent, were purchased for resale in New 
York and £72,928,000, or 29 percent, are still held by this country. 

The number of the different securi ties which were obtained by 
the treasury is shown in the last column of the table on page 9, 
which can be subdivided as follows: 
Number of different securities appearing as purchases only__ 687 
Number of different securities appearing as both purchases 

and deposits-------------------- ----------------------- 937 
Number of different securities appearing as deposits only___ 373 

2,027 
and the total of the last two items, viz, 1,340, represents the 
number of ledger accounts kept by the national debt commissioners 
under the head of "Securities"; the number of personal ledger 
accounts is 265,500, made up of: 

Individual accounts of all kinds kept by the national debt com
missioners, 33,000. 

Individual accounts of reg!.stered stocks kept by the railway 
companies, 105,000. 

Individual accounts of smaJl accounts kept by agents, 127,500. 
The foregoing statements furnish an indication of the work 

result1Ilg from the oper.ations of the committee as the position 
stood at March 31, 1919. 

Since that date the additional special income tax of 2 shillings in 
the pound was discontinued as from April 6, 1919, the purcha.c;e 
by the treasury of deposited securities was discontinued on April 
28; and the required 3 months' notice having been given, the re
turn of re5istered stocks to the amount of £67,615,000, commenced 
on April 1. 

The result of the endeavors to maintain the New York exchange, 
to which the operations of the committee contributed, was that a 
practically uniform rate of $4.76 °%&to the pound was maintained 
until March 21, 1919, when the control was removed. 

The committee regret that Mr. G. H. Pownall, a member of the 
committee who had rendered valuable assistance, died on Decem
ber 16, 1916. 

The committee desire to place on record their high appreciation 
of the valuable services rendered by Sir G. E. May while acting 
as manager. 

The committee would take this opportunity to express their 
thanks to the holders of securities who .have voluntarily placed 
their holdings at the disposal of the treasury, to the financial 
houses and institutions who acted as paying agents for the treas
ury in connection with the deposit scheme, to the- banks and 
railway companies for their assistance in connection with the 
registered stocks, and to the staff of the national debt ofilce for 
their cordial cooperation in the work. 

w. G. TURPIN, Chairman. 
BRmN CoKA YNE. 
w. G. BRADSHAW. 
HEP.BERT JOHNSON. 
GEO. METCALFE. 
G. E. MAY, :Manager. 

NATIONAL DEBT C FFICE, June 4, 1919. 

I am also placing in the RECORD a copy of the rules and 
regulations issued under the defense of the realms act. By 
virtue of these laws Great Britain, through the medium of 
the exchange stabilization fund, have now been securing all 
title and interest in all the foreign securities owned by Brit
ish investors throughout the world: 

BRITlSH LEGISLATION 
The defense of the realm acts and regulations, for the most 

part, expired August 31, 1921, on the termination of the war. 
The original act, 5 and 6 George V, chapter 8, and extended acts 

are 5 and 6 George V, chapter 34; 5 and 6 George V, chapter 37; 
a and 9 George V, chapter 57; and 10 and 11 George V, chapter 5. 

The emergency powers act (1920) empowers the making of 
regulations similar in scope to those formerly made under the 
defense of the realm acts. 

Certain matters fol'.Illerly prescribed by defense of the realm 
regulations are now dealt with by permanent acts of Parliament, 
such as the army and air force (annual), October 1920 (10 and 11 
George V, ch. 7, sec. 23); the ofilciaJ secrets a.ct (1920); the 
shops (early closing) act (1920); the milk and dairies act (1920); 
and the sale of tea act (1922) (12 and 13 George V, ch. 29, re
pealed and replaced by 16 and 17 George V, ch. 63, secs. 4, 9, 15 
(2), sch. 1.) 

(Great Britain Statutes-Statutory rules and orders in force on 
Aug. 31, 1930, showing the statutory powers, p. 220, X W H, Fifth 
Avenue and Forty-second Street Library, New York City.) 

Memorandum: The emergency powers act of 1920 was 1n antici
pation of the expiration of the D.O.R.A. and continues in force 
and effect those acts of the D.O.R.A., the provisions of which have 
not been repealed. 

GP.EAT BRITAIN STATUTES--CHITTY'S ANNUAL STATUTES (1920) 
(10 AND 11 GEORGE V. P. 742) 

(10 and 11 George V, cap. 55. Emergency Powers Act, 1920) 
An act to make exceptional provision for the protection of the 

community in cases of emergency (Oct. 29, 1920). Be it enacted 
as follows: 

EMERGENCY nEGULATIONS 

SEc. 2. (1) Where a proclamation of emergency has been made,1 
and so long as the proclamation is in force, it shall be lawful for 
His Majesty in council, by order, to make regulations for securing 
the essentials of life to the community, and those regulations may 
confer or impose on a Secretary of State, or other Government 
�d�e�p�a�r�~�m�e�n�t�,� or any other persons in His Majesty's service or acting 
on His Majesty's behalf, such powers and duties as His Majesty 
may deem necessary for the preservation of the peace, for securing 
and regulating the supply and distribution of food, water, fuel, 
�l�i�~�h�t�,� and other necessities, for maintaining the means of transit 
or locomotion, and for any other purposes essential to the public 
safety and the life of the community, and may make such pro
visions incidental to the powers aforesaid as may appear to His 
Majesty to be required for making the exercise of those powers 
effective. 

SEC. (4) The regulations so made shaJl have effect as if enacted 
in this act, but may be added to, altered, or revoked by resolution 
of both Houses of Parliament or by regulations made in like 
manner and subject to the like provisions as the original regula
tions; 

• • • • • 
SEC. ( 5) The expiring or revocation of any regulations so made 

shall not be deemed to have affected the previous operation thereof 
or the validity of any action taken thereunder,2 or any penalty, etc. 

Finance Act, 1916 (6 and 7 Geo. V, ch. 24, sec. 27): Imposed 
an additional income tax of 2 shillings in the pound on all securi
ties which were not placed at the absolute disposal of the treasury 
either by sale or deposit. Relief from the additional income tax 
could be obtained by holders of securities in cases in which failure 
to place them at the disposal of the treasury was unavoidable, or 
in which the securities were held by persons who were not domi
ciled in the United Kingdom. • • • 

Government War Obligations Act (1915) (5 and 6 Geo. V, ch. 
96, sec. 2): Permitted trustee and companies to take advantage of 
the scheme notwithstanding any provisions of their trusts or 
constitutions. 

• • • • 
On January 24, 1917: An order in council, passed 1n virtue of 

and under the Defense of the Realm (Securities) Regulations, em
powered the treasury to apply regulation C to requisition all or 
any securities held by British investors. 

THE DEFENSE OF THE REALM ACTS (5 GEO. V, CH. 8) 
THE DEFENSE OF THE REALM REGULATIONS CONSOLIDATED (POWERS OF 

TREASURY AS TO FOP.EIGN SECURITIES AND REGULATIONS THEREOF) 

" 7C " ( 1) Where the treasury are of opinlon that for the 
purpose of strengthening the financial position of the country, 
.it is expedient that this regulation should be applied to any 
foreign securities, or to the securities of any concern owning 
or controlling any foreign securities, or any property or under
taking outside the United Kingdom, or otherwise carrying on 
business wholly or mainly outside the United Kingdom, the 
treasury may by order apply this regulation, subject to any ex
ceptions and conditions for which provision may be made by 
order, to any such securities specified in the order, whether the 
securities are actually in the United Kingdom or not; provided 
that no such order shall apply to any securities as to which the 
treasury are satisfied that on the 24th day of January 1917 they 
were beneficially owned by a person not ordinarily resident in the 
United Kingdom and that they remained so owned. 

(2) The treasury may take possession or require delivery ot 
any securities to which this regulation ls for the time being 
applicable on such terms as may be provided by the order under 
which the regulation is made applicable to the securities, and 
deal with them in such manner as they think fit, and the owner 
of any such securities, and any person who has any interest in 

1 Such a proclamation has been made in convening the Parlia
ment resulting in the present coalition government. 

2 As, for instance, the regulations 7c, 7d, 7e, of the D.O.R.A. 
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or is the registrar of any such securities, shall take all steps and 
do anything which is necessary or is directed by the treasury for 
the purpose of or in connection with the transfer or delivery of 
those securities to the treasury. 

A certificate signed by a secretary to the treasury that any 
securities particulars of which are given in the certificate have 
been taken possession of by the treasury shall be taken as con
clusive evidence of �~�h�e� facts stated in the certificate by the 
registrar of any securities. 
- (3) Provision may be made by an order umier this· regulation 

for any case in which securities transferred· or delivered to the 
treasury are subject to any mortgage or other charge by sub
stituting for the mortgage or charge on the securities a mortgage 
or charge on any payment made or other consideration given in 
respect of the �t�r �a �~ �s �f�e�r� or delivery of the securities. 

"7E" (1) In regulations 7C and 7D the �e�x�p�r�e�s�s�1�o�~� "securities" 
includes stocks, shares, and other securities, and the expression. 
"foreign securities" includes any securities where the principal or 
interest of the securities is payable in any foreign country, or where 
the funds necessary for the payment of the principal or interest of 
the securities are provided from any foreign country, and the ex
pression " registrar " includes as respects any securities any person 
having the chn.rge of, or concerned with, the registration of regis
tered securities, and any person having the charge of, or concerned 
with, ·the books in which any inscribed securities are inscribed. 

(2) Any_ of the provisions of regulations 7C and 7D applying to 
foreign securities shall also apply to securities whe.re the principal 
or interest of the securities is payable in any British possession, 
or where the funds necessary for the payment of the principal or 
interest of the securities are provided from any such possession. 

(4) Any order of the treasury under this regulation may be 
revoked or varied as occasion requires. 

" 7D " ( 1) A person shall not without the consent of the treas
ury remove from t he United Kingdom or be directly or indirectly 
concerned in removing from the United Kingdom any securities 
to which the treasury have power to apply or have applied 
regulation 7C, or dispose of any such securities to any person 
except to a person ordinarily resident in the Ur1ited Kingdom. 

The provisions of regulations 7C and 7D applying to the owner 
of any securities �s�~�a�l�l� apply to any person wllo has power to dispose 
of or sell any such securities or has the custody of, or receives on 
his own behalf or on behalf of any other person the dividends or · 
income from any such securities, or has any interest in any such 
securities, as they apply to the actual owner of the securities. 

(2) The treasury may, by notice published in the London 
Edinburgh, and Dubli n Gazettes, require the owners of any securi
ties to which the t reasury. have power to apply. regulation 7C, 
or 11ave applied that regulation, to make a return to the treasury, 
giving such particulars as to those securities within such period as 
may be specified in the notice, and owners of those securities 
shall make a return accordingly. 

(3) If any person acts in contravention of, or fails to comply 
with any provisions of regulations 7C or 7D, that person shall be 
guilty of a summary offense against these regulations, and the 
administration of those regulations is for the purpose of subsec
tion (11) of regulation 56 i:iereby assigned to �t�h�~� treasury. 

I am also placing in the RECORD compilations which have 
been made covering the world investments made by British . 
investors. 

United Kingdom inrestments in British Domi·niom and colonies 

India_ . _____ . _______ • _____________________________ �~� _____________________ _ 
Austrll li a._ �~� _ -------- ____ �-�-�-�-�-�-�-�~�-�-�-�-�-�-�-�- _________________ --------- ______ _ 
New Zealand _______ .. _________ ----- ____ --------- _____________ --------- __ 
Canada _______ ------ ____ . __ -------------------------_----___ ---------- __ . 
AJrica ___ .. _. _____________ ------------ _____ ---------------------- ------ __ Colonies ______________ . __ . _________________________________________ ------

'f otal._ ----- - --- - -- ------------------ --------- - -- -- -- ---- ---- -- �~�- - -

Principal of 
British invest
ments in Do
minion and 

Coloni:ll 
Governments 

securities 

£234, 871, 120 
390, 417, 200 
93, 689, 780 
51, 052, 698 

128, 883, 380 
29,818, 244 

928, 732, 422 

£11, 743, 556 
19, 520, 860 
4, 684, 489 
2, 552, 634 
6, 444, 169 
1,490, 912 

_46, A36, 620 

United Kingdom inllestmems in Asia, �1�9�2�9�- �~�0 �-

£322, 379, 811 
121, 473, 988 
83, 962, 196 

567, 677, 367 
431, 716, 156 
140, 870, 228 

1. 668, 079, 746 

Principal of Private and 
British I • _. corporate 

investments in nterest on ruiia ·investment.'! 
Asia �g�o�v�e�r�~�.�e�n�t�s� made by Briti>h 

governments securities im·estors in 
securities Asia enterprises 

. ' 
China_ . .. __ �-�-�-�- �- �-�- �- �-�-�-�-�-�-�-�-�-�-�-�-�-�- �·�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�- �· �-�- �- �- �~ �-�-�-�-�-�-�-�-�-�-�-�-�- £36, 552, 780 £1, 827, 639 £54, 125, 000 
Dutch East Indies______________________________________________________ 5, �~�1�.� 800 2S4, O'JO 4, 564, 281 
Japan ___ - --------------------------------------------------------------- 33, 504, 460 1, 675, 2Z3 69, 133, 200 

�E�i�C�: �~�= �= �=�= �=�=�=�=�=�=�= �= �=�~�=�=�=�=�=�=�=�=�=�=�=�=�:�:�:�:�:�:�:�:�:�:�:�:�:�:�:�=�=�= �~ �=�:�:�:�:�:�:�:�:�:�:�:�:�:�:�:�:�:�:�:�:�:�:� 6, �~�:� �~� �3�~�:� rn 16, 388,400 
60, 000 

�T�u�r �k �e �Y�- �- �- �-�-�-�-�-�-�- �~ �-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�- 3, 949, 580 197, 479 27,872, 400 

Income 

£16, 118, 990 
6,073, 699 
4, 198, 109 

28,383, 868 
21, 585, 807 
7, 043, 511 

83,403, 984 

Income 

£2, 706, 250 
319,499 

4, 147, 992 
819, 423 

------- - -- - --- --
l, 171, 421 

Total of capital 
investments in 
Dominion and 

Colonial 
Governments 

securities 

£557, 250, 931 
511, 891, 188 
177, 551, 976 
618, 720, 065 
560, 599, 536 
170, 688, 472 

2, 596, 702, 168 

Tot.al of capital 
investments in 

Asia 
govern:nents 

securities 

£90, 677, 780 
10, 246, 081 

102, 637, 660 
17, 30R, 680 
6, 508, 280 

31, 821, 980 

Total annual 
income 

£21, 862, 546 
25, 594, 559 
8,882,598 

30, 936, 502 
28, 029, 976 • 
8, 534,423 

129, 860, 604 

Total annual 
income 

£4,533,889 
ooa, 589 

5, 823, 215 
865,434 
322. 414 

1, 368, 900 

�T �o�t�a �L�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�- �~ �-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�- �1 �-�-�8�-�7�-�,� 05-7.-1-20-1---4.-3-52,_856_
11
------1------l·------l------172, 143, 341 9, 164, 585 259, 200, 461 12, 517,441 

United Kingdom investments in &uth and Cmtral America, 1929-{10 

Argenti na ________________ ---"---------------- ____ -------------------- ___ _ 
·Drazil ____ -------------------------- -------------------------------------
Chile _______ -----------. __ ------------------------------------------- ___ _ 
Colombia_. ___________________ -------------------------------------- ___ _ 
Costa Rica. ___________ . _____ �-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�~�-�-�-�-�- �~ �-�-�-�-�-
Cuba ___ �~� __ . _______ .. ________ - -____ J ___ - ---- -- -- -- ---- -- -- -- ----"- ---- -- --
Ecuador __ __ ----- ______________ �-�-�-�~� ______ --------------------------- ____ _ 
Guatemala ______ _: _____ .. ______ ----- _________ :_ _____ ------------------ ___ _ 
J.Iexico ___ . _____ ------ ... _____ --------------- ---------- ------------ ---- --Nicaragua. __________________________________ -----______ -----___________ . 
Paraguay _____ . __ _: _____ .. ___________________ ----------__________________ _ 

Principal of 
British invest
ments in South 
and Central 

America 
Governments 

securities 

£28, 326, 520 
65, 505, 360 
24, 517. 880 

918, 660 
517, 060 
329, 100 

1,178, 380 
1, 930, 520 

349, 180 
160,420 

- 274, 400 
Peru_. __________ .} ________________ ;. ________________ ·---------------------- _ . 3, 639, 820 

621, 950 
2, 862, 6t0 

107, 200 

Salvador_------------------___ ---------------------------------------- __ _ 
Urul!'lJay - - - -- ---------- ---------;.--------------------------------------Venezuela. ____________________________ ------------------------------ ___ _ 

Total. _________________________________ ------ _____ ------------____ _ 131, 239, 120 

LXXVID--320 

Interest on 
South and 

Central 
America 

Governments 
securities 

£1, 416, 326 
3, 275, 258 
1, 225, 894 

45, 933 
25, 853 
16, 455 
58, 919 
96, 526 
17, 459 
8,021 

13, 720 
181, 991 
31,098 

143, 132 
5, 360 

6, 561, 955 

Private and 
corporate in

vestments 
made by Brit
ish investors 
in South and 

Central 
America 

enterprises 

£433, 980, 000 
255, 483, 000 
56, 129, 620 
8, 809, 608 

345, 500 
36, 131, 615 

615, 940 
!)22, 500 

117, 417, 525 

38, 018, 972 
10, 628, 704 

995, 915, 944 

Income 

£21, 699, 00 
12, 774, 150 
2, 806, 481 

440, 480 
17, 275 

1, 806, 580 
30, 797 
46, 125 

5,870, 876 

2. 131, 871 
611, 322 

Total of capital 
inve.>tment'l 
in South and 

Central 
America 

Governments 
securities 

£46'.!, 308, 520 
320, 988, 350 
80,-047, 500 
9, 728,-268 

862, 560 
36,460, 115 

1, 794, 320 
2, 853, 020 

117, 766, 705 
160, 420 
274, 400 

41, 072, 780 
621, 960 

40, 881, 61.2 
10, 735, 904 

50, 106, 647 l, 127, 155, 064 

Total annllll 
income 

£23, 115, 353 
16, 04.9, 41S 
4, 032, 375 

486,413 
43, l2S 

1, 823. 035 
89, 716 

142, 651 
5, 888,335 

8, 021 
13, i20 

2, 053, 639 
31,093 

2, 275, 003 
616, 682 

66, 668, 602 
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United Kingdom invesiments in Europe, �J�9�S�~�1� 

Austria.. ________________ --- __ ---___________ ------- ------ -_ -------------- -
Belgium...._ - -- --- -- -- ------------ ---- --- - ----- ----- - ------------ -- ---- - ---B algaria ___________________________________________________________ _ 
Czechoslovakia _______________ -----_-----______________ ---______ --_____ _ 
Denmark _____________________________________________________________ _ 
Estonia ______________________ ----- -- ---------- ---·----------- ----- -------
France _________ ---- ----------------------- ---------- ----- ---- -------- ----
Germany _______ --- ---- _____ ----- ----- _ ----- ---- _ ---- ---- ---- _ ----- ---- _ -
G.reece----------------------------------------------------------------
Holland _______ ---- _ --- ------ ----- ----- ----- ----- ---- -------- ------ ---- --
Hungary ___ ------- _____ -----------·--------------------------_--------__ 
Iceland ____ --------________ ---____ ---_________ ---_______ ---- __ --- ---_ -_ 
Italy ___ --------------------------------------------------------------Yugoslavia ___ ----- ____________________________ ----------- ----- ------ --_ -
Norway __ -------·-------------------------------------------------------
Poland __________ ---___ ---------_ --_ -- ___ ---_ -------_ --------- ----_ -_ ---Rumania ___________________________________ ---__________ ---____ -------
Portugal _______ ----___ ---_ -- _ --_ ------_ -------------------- -- --------
Russia _________ --_______ --_________ ---_ ---- -------- ------------ -- ---- --- -
Spain_ __ ---_ ---------------------------------- ------ -------------- --
Sweden ______________ -- __ -- __ -- ----- -------- ------------ ----------- ------
Switzerland _____ ----- __ -- ------ ---------------- ---- ----------------------

Principal of 
British invest
ments in Eu
rope govern
ments securi-

ties 

£14, 266, 400 
10, 786, 180 
2,319,820 
3, 183,800 
1,352,220 

624,630 
6, 957, 920 

20,311, 620 
15,495, 580 

24,820 
13,0i5, 140 
1,203, 200 
2,029,8f0 

371, 140 
6,039, !20 
1, 707, 960 
5,60.7,800 
1,201, 980 
1, 714, 420 

264, 900 
251, 140 
34, 320 

108, 794, 300 

Interest on Eu
rope govern
ments securi

ties 

£713,320 
539, 309 
115, 991 
159, 190 
67,611 
31,234 

347,896 
1,015, 581 

774, 779 
1,241 

652, 257 
60, 160 

101, 492 
18,557 

301, 971 
85,398 

280,390 
60,099 
85, 721 
13, 248 
12, 557 
1, 7L6 

5, 439, 718 

Private and 
corporate in-
vestments 

made by Brit
L'ih investors in 
Europe enter-

prise3 

£6,530,000 
9,000,855 
1,440,000 
3,491, 281 
2, 780, 700 

661,500 
3, 161,060 

26,762,543 
14,581,024 
4,369,34.3 

10, 214,4.50 
780, 240 

16, 194,450 
2,84.5,000 
3, 753,000 
2, 637, 289 

22,638,000 
9, 176, 5'%/ 

180, 779, 132 

Income 

£326,500 
450,042 
72,000 

174,564 
139,035 
33, 075 

158, 053 
1, 338, 1'%/ 

729,051 
218, 467 
510, 722 
41, 933 

971,667 
199, 150 
225, 180 
131, 864 

1, 131,900 
458,826 

9, 591, 867 

Total of capi-
tal invest

ments in Eu
rope• �g�o�n�r�~�
men.s securi-

. ties 

£20, 79fi, 400 
19, 787, 035 
3, 71i9,820 
6, 675, 081 
4, 132,9'.lO 
1, 286, 180 

JO, 118, 980 
47, 074, 163 
30,076, 604 
4, 394, 163 

23,259, 590 
1, 983, 44-0 

18, 224, 290 
3,216, 140 
9, 792,420 
4, 3i5, 249 

28,245,800 
10,378, 507 
1, 714, 4.20 

29, 626, 60 
7, 770, 639 
2, 905, 731 

28J, 573, 432 

Total annual 
in co mo 

£1,039,820 
989,351 
187,991 
333, 754 
206,6!6 

�6�4�.�,�~�0�9� 
505, 94.9 

2,353, 708 
1, 503,830 

219, 708 
1, 162,979 

102, 093 
1,073, 159 

217, 707 
5'%/, 151 
217,262 

1,412,290 
518, 925 
85, 721 

1, 774.,965 
388, 981 
145, 286 

15,031,585 

And also compilations which have been made covering the world investments made by the American investors. 
Irwestments of United Sta.ta of America in British Empire overseas 

Principal of in- Annual interest 
vestments in parroents due 
Government on. lllvestments 

·t· . lil Govern-
�s�e�c�~�r� ies, �~�- ment securi-
�c�l�~� .mumc- ties, including 

ipaliue.-s, municipalities, 
States, �a�n�~� States, and 
other �P�~�?�l�i�c� other public 
authorities authorities 

Principal of 
"direct invest
ments" made 
by private and 

corporate 
American in

vestors 

Estimated an
nual income 

on "direct in
vestments" 

made by 
private and 
corporate 

American in
vestors 

Africa ____________________________________________________________________________________ -------------------------------- $76, 846, 000 $3, 84.2, 300 
Australia------------------------------------------------------------------------------- $232, 997, 565 $11, 649, 878 132. 942, 000 6, 147, 100 
Canada---------------------------------------------------------------------------------- 2, 428, 680, 000 121, 434, 000 1, 9CO, 320, 000 98, 016, 000 
Egypt ______________________ -------- ---- ----- --- ---- ------------- --------- ---- ---- ---- ---- ---- ---- ---- ---- ---- ---- ----- _ __ 6, 534, 000 3Z6, 700 
India------------------------------------------------------------------------------------ ---------------- ---------------- 32, 676, 000 1, f\33, 800 
Iraq-------------------------------------------------------------------------------------- ------ ------ ---- ---------- ------ 6, 218, 000 310, 900 
Malaya_------------------------------------------------------------------------------------------------ ---------------- 27, 103, 000 1, 355, 150 
Misce.llaneous ____ ·---------------------------------- -------------------------------------- 4, 629, 500 231, 475 --------- _______ -------- _______ _ 
New Zealand-------------------------------------------------------------------------------------------- ---------------- 16, 212, 000 810, 600 

f 

2, 666, 307, 005 133, 315, 353 2, 258, 851, 000 

United States of America investments in Europe 

Principal of 
war debts 

outstanding 

(1) 

Principal of 
investments in 

Annual interest Government 
on war debts securities,. 

including including 
capital municipalities, 

repayments States, and 
other public 
authorities 

(2) (3) 

Annual interest 
payments due 

on invest
ments in 

Government 
securities, 
including 

municipalities. 
States, and 
other public 
authorities 

(4) 

Austria_------------------------------------------------ $24, 055, 708 --------------- $78, 476, 525 $3, 923, 826 
Belgium_----------------------------------------------- 295, 560, 500 $14, 779, 821 125, 933, 500 6, 296, 675 
Bul1?aria_ ----------------------------------------------- ---------------- ------------ ---- 17, 232, 500 861, 625 
Czechoslovakia__________________________________________ 152, 571, 023 7, 450, 000 35, 239, 365 1, 761, 968 
Danzig------------------------------------------------------------------ 1, 500, 000 5, 770, 000 288, 500 
Denmark:------------------------------------------------------------------------------- 100, OM, 310 5, 002, 715 
Estonia------------------------------------------------- 13, 129, 000 483, 870 4, 500, 000 225, 000 
Finland------------------------------------------------- 8, 549, 000 3H, 470 50, 3M, 135 2, 518, 206 
France-------------------------------------------------- 3, 863, 650, 000 50, 000, 000 30, 435, 815 1, 521, 790 
Germany_-------------------------------------------------------------- ---------------- 1, 410, 475, 614 70, 523, 780 
Great Britain------------------------------------------- 4, 370, 000, 000 161, 100, 000 36, 817, 960 1, 840, 898 
Greece---------------------------------------------------------------------------------- 20, 915, 500 1, 045, 775 
HungarY------------------------------------------------ 1, 842, 500 67, 775 84, 578, 760 4, 178, 938 
Irish Free State _________________________________________ -------------------------------- 14, 969, 000 748, 450 
Italy ____ ------------------------------------------------ 2, 004, 900, 000 14, 706, 125 337, 485, 865 16, 874, 293 
Latvia-------------------------------------------------- 5, 487, 000 201, 610 ---------------- ----------------
Lithuania_______________________________________________ 5, 805, 000 210, 225 ---------- ------ ----------------
Netherlands------------------------------------------------------------ ---------------- 952, 700 47, 635 
NorwaY------------------------------------------------ ---------------- ---------------- 29, 244, 787 1, 462, 239 Poland__________________________________________________ 169, 900, 000 6, 222, 000 115, 274, 750 5, 763, 737 
Portugal __________ ----------_-------_____________ ------- _ --- ____________ ----- --- __ -- ---- ---- --- __ ---- --- -------- ----- -_ -
Rumania _____________________________________________ ;__ 43, 152, 000 1, 559, 560 ---------------- ----------------
Spain ________ --------- --- ----- �-�-�-�~� _ -------------- ---- __ ---------- ---- -- ---------- -- -- -- ----- --- ---- ---- ----- --- ---- ----
Sweden-------------------------------------------------------------- ---------------- 20, 277, 500 1, 013, 875 
Switzerland_----------------------------------------------------------- -- ---- ---------- ---------- ------ -------- ---- -- -
Turkey_------------------------------------------------ ----- ------- ---- ------------ -- -- ---------- -- -- -- ------------ -- --Yugoslavia______________________________________________ 61, 625, 000 250, 000 43, 780, 000 2, 189, 000 
Miscellaneous __________________________________________ ---------------- ---------------- 5, 015, '%/1 250, 763 
Luxemburg ______________________________________________ ---------------- ---------------- 9, 516", 460 475, 823' 

Saar TerritorY------------------------------------------ ---------------- ---------------- 7, 900, 000 395, 000 

Principal of 
"direct invest

ments" by 
private and 
corporate in
vestors, 1929 

(5) 

$14, 337, 000 
64, 246, 000 

812,000 
4, 875, 000 
2, 531, 000 

15, 824,000 
2, 531, 000 

956, 000 
145, 009, 000 
216, 514, 000 
485, 235, 000 

5, 136, 000 
7,870,000 
2, 129, 000 

113, 216, 000 
2, 531,000 
2, 531,000 

43, 224,000 
22, 970, 000 
51, 193, 000 
11,546,000 
13, 836, 000 
72, 230,000 
19, 230, 000 
16, 804, 000 
8, 505, 000 
6, 932,000 

Total-------------------1 11, 020, 326, 731 258, 845, 458 2, 565. 210, 317 129, 210, 511 1. 347, 878, ()()() 

112, 442, 550 

Estimated an
nual income 
on "direct 

investments" 
made by 

private and 
corporate 
American 
investors 

(6) 

$716, 850 
3, 212,300 

40, 600 
243, 750 
126, 550 
791, 200 
125, 550 
47,800 

7, 250, 450 
10, 82!), 700 
24, 261, 750 

256,8!)() 
393, 500 
106,450 

5, 660,800 
126, 550 
126, 550 

2, 161, 200 
1, 148, 500 
2, 559, 650 

577, 300 
691,800 

3, 611, 500 
961, 500 
840, 200 
425, 250 
346, 600 

67, 636, 650 

Total annual 
income on 

investments 
made under 
(1) and (3) 

$5, 842,300 
17, 796, 989 

219, 450, 000 
326, 700 

1, 633,800 
310, 900 

1, 355, 150 
231, 475 
810,600 

245, 757, 903 

Total annual 
income on 

investments 
made under 
(3) and (5) 

(7) 

$4, 640, 67G 
9, 508, 975 

902, 225 
2,005, 718 

415, 050 
5, 793, 915 

350, 550 
2, 566, 006 
8, 772, 240 

81,349, 480 
26, 102, 648 
1, 302, 575 
4, 572, 438 

854, 900 
22, 535,093 

.126, 550 
126, 550 

2, 206,835 
2, 610, 739 
8, 323,387 

577, 300 
691,800 

3, 611, 500 
1, 975, 375 

840,200 
425, 250 

2, 535, 600 
200, 763 
475,823 
395,000 

196, 847, 161 
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Invest'TT'.tnt& of United St,atu of America in South and Central America 

Principle of 
investments 
in Govern

ment securi-
ties, including 

! 
municipalities, 

States, and 
otber public 
authorities 

Annual int.erest 
payments due 
on investments 

in Govern
ment securi

ties, including 
municipalities, 

States, and 
other public 
authorities 

�~�r�~�e�n�t�i�n�a�· �-�-�- �-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�- $460, 795, 000 $23, 039, 750 Bolivia___________________________________________________________________________________ 43, 153, 655 2, 157, 682 
BraziL__________________________________________________________________________________ 240. !l51, 415 12, 047, 570 

Chile __ ---------------------------------------------------------------------------------- 185, 199, !125 9, �2�.�~�9�,� 996 
Colombia ••.. --------------------------------------------------------------------------- 176, 333, 035 8, 316, 651 
Ecuador _____________ --- _________ : ___ ---- -------------- -------- -------------- ---- -- ----- - ------------ -- -- -------- -- ------
Ouianas __________________ -_ -_ -- - -- -- - -- --- -- -- ----- ---- - -- - -- ------- - ------- ----- -- --- - -- - --- -- --- - --- --- -- --- -- -- - -- ----
�P�a�r �a�~�u�a �y� ____ ---------------- _____ ------ ----- ______ -------- --------- -------------------- ----- - __________ ------ _________ _ 
Peru.------------------------------------------------------------------------------------ 24, 868, 291 1, 243, 414 
UruguaY--------------------------------------------------------------------------------- 34, 744, 450 1, 7'J7, 222 
Venezuela ________________________ -----. ___ -----------------_---------------------------__ 14, 183, 000 709, 150 
Mexico ____ ----------- ____ ---- --- __ --- ------------------ ------ ---- -------- ---------- ---- -- ------ ---- -- -- -- ------ ---- --- ---
Costa Rica·------------------------------------------------------------------------------ 9, 712. 400 48.5, 620 
Guatemafa ________________ ------- ____ ----- --------- -- ---- ------------------------------ __ 13, 445, 735 672, 286 
II onduras_ ------- ------ ________________________ ---- __ ---- ---------- ---------------------- 642, 000 32, 100 
Nicaragua_ ____ ---- --- -- --------- ---- -- ------ -- -- ---------------------- --- --------- ---- -- ------ -- - -- ----- --------- -- - -- --
Panama.. ___________________________ ---------------------- ____ --------------------------__ 13, 223, 740 661, 187 
Salvador _________________________________ ----- ___ ------ ________ --------- _____ --------- __________________________________ _ 
Cuba. _______ --------- ------------------------------------------------------------------- 80, 563, 57.5 4, 028, 178 
Dominican Republic---- ----------- ------------------------------------------------------ 22, 937, 115 1, 145, 855 
H l\itL __________________________ -_ --______ - --- ---- -- --- --- -- --- - -- -- -- -- ---- -- - -- -------- -- - --- -- ---- --- - -- -- -- -- ---- - ---
1 amaica ______________ ------ -- ------- ----- -- ------- ------------- ------------------ -------- --- --- -- -- -- ---- -------- --- - ----
Miscellaneous____________________________________________________________________________ 21, 693, 450 1, 084, 672 

Total.---------------------------------------------------------------------------- 1, 342, 445, 786 66, 622, 333 

Principal of 
"direct in
vestments" 
made by 

private and 
corporate 
American 
investors 

$331, 819, 000 
61, 619,000 

193, 606, ()()() 
422, 593, 000 
123, 994, 000 
11, 777,000 
5, 683, 000 

12, 615, 000 
123, 742, 000 
'Zl, 904, 000 

232, �5�3�~�.� ()()() 
&Q2, 536, 000 
22, 156, 000 
69, 979,000 
71, 485, 000 
13, 002, 000 
28,459, 000 
29, 4r£, 000 

918, 957, 000 
69, 322, 000 
14, 191, 000 
21, 941, 000 
29, 340, 000 

3, 518, 739, 000 

United States of America inves!ments in Africa, Asia, and Oceania, other than British 

Principal of 
investments in 

government 
securities, 
including 

municipalities, 
States, and 
other public 
authorities 

!Annual interest 
payments due 

on invest-
ments in gov

ernment 
securities, 
including 

municipalities, 
States, and 
other public 
authorities 

Algeria __________________________________________ ---_ ---_ -- -_ -- - - --- -- -- -- ----- ------ -- - -- -- -- ------- -- - -- -- ---- -• --- - - ---
French Africa ________________ ------ ____ ------------------------------------ ___ ----------- ____ ------------ ----------------
Portuguese Africa ____________ ------------------------------ ______________ ---------------- ________________ --------- ______ _ 
Other Africa. __________ :. _____ ---------------_-------------------------------------------__________________________ -------
China __________________________ ----------------------------- ___ ------------------------ _________________________________ _ Jepan____________________________________________________________________________________ $211, 318. 750 $10, 565, 937 

Dutch East Indies·---------------------------------------------------------------------- 27, 224, 700 1, 361, 235 
Palestine, Syria, and Cyprus ___ ---------------------------------------------------------- ________________ ------------ ___ _ 
Persia _______________________ ------------------------------------------------------------- ________________ ---------- _____ _ 

�t�~�J�E�~�~�:�;�~�~�~�~�~�-�s�_�-�_�-�_�~�~�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�:�:�:�:�:�:�:�:�:�:�=� �-�-�-�-�-�~�~�~�~�·�-�~�~�- �-�-�-�-�-�-�~�~�~�·�-�~�~�-
21s. 477. 080 I 13, 923, 853 

Principal of 
"direct in
vestments" 

made by 
private and 
corporate 
American 
investors 

$3, 204, 000 
1, 200, 000 
9,000, 000 
5, 445, 000 

113, 754, 000 
60, 700, 000 
G6, 012, 000 
7, 050, 000 
l, 092. GOO 

79, 935, 000 
56, 819, 025 

404, 211, 025 

Estimated 
annual income 

on "direct 
investments " 

made by 
private and 
corporate 
American 
investors 

$16, 590, 950 
3, 080, 950 
9, 680,300 

21, 129, 650 
6, 1!19, 700 

588,850 
284,400 
630, 750 

6, 187, 100 
1,395, 200 

11, 626, 900 
34, 126,800 
1, 108,300 
3,498, !)50 
3, 574, 250 

600, 100 
1,422, 950 
1,473,300 

45, 947,850 
3, 466,100 

709,550 
l, 097, 050 
1, 467, 000 

175, 836, 950 

Estimated 
annual income 
on "direct in
vestments" 

made by 
private and 
corporate 
American 
investors 

$160, 200 
60, 000 

450, 000 
272, 250 

5, 687, 700 
3, 035, 000 
3, 300, 000 

352, 500 
54, 600 

3, 996, 750 
2, 840, 951 

20, 209, 951 

5061 

Total amiual 
income on 

investments 
made under 

3and5 

$39, 630, 700 
5, 238, 632 

21, 7'Zl,870 
30,38:!,646 
14, 516, 351 

588, 8.'"iO 
284,400 
630, 750 

7,430, 514 
3, 132, 422 

12,336, 050 
34, 126, 800 
1, �5�9�~�.� 920 
4, 171, 236 
3, 606, 350 

600, 100 
2, 084, 137 
1,473, 300 

49, 976,028 
4, 612, 955 

709, 550 
J, 097, 050 
2, 551, 672 

242, 509, 2S3 

Totnl annual 
income on in

vestments 
made under 

3 and 5 

$160, 200 
60, 000 

450, 000 
272, 250 

5, 687, 700 
13, 600, 937 
4, 661, 235 

352, 500 
54, 600 

5, 993, 431 
2, 840, 951 

34, 133, 804 

I desire to point out that the position today in regard to 
the ownership of all the investments made by British inves
tors is that the title to all these investments representing the 
value of properties situated in foreign countries is vested in 
the Government of Great Britain. The production and all 
income derived from these properties situated in foreign 
countries belongs in effect to the Government of Great Brit
ain. I should like to ask you now this question: Do you think 
that the Government of Great Britain is going to see that 
t,he American stabilization fund will buy these securities in 
order to transfer all the benefits derived therefrom in favor 
of the United States? To answer the question alone, it is 

too absurd for words. The British Government will never 
part with these investments because they are the main 
artery of Great Britain's financial and economic existence. 
I desire to point out under these circumstances that it is 
obvious to me that even if the American stabilization fund 
were to be capitalized at $4,000,000,000, or at any amount 
above that figure, there would not be the slightest chance 
for the American fund to use this money in acquiring Great 
Britain's ownership to these investments representing the 
most valuable properties in the world. 

Countries Govern-
ment 

securities 

SOUTH AMERICA 

Argentina ___ --------------------- $1G9, 959 
Brazil._-------------------------- 4:!9, 112 
Chile _____ ------- _____ --- --------- 1.50, 407 
Columbia ____ -------------------- 5, 511 
Equador _____ -------- ------------ 7,070 Para.guay _________________________ 1, 646 
Peru _____ ------------------------ 21,S38 
uruguay ___ - --------------------- 17, 175 

In clarification of what I am saying, I now insert the 
following statements: 

World int:estments of Great Britain and United States of America 
(OCO's omitted) 

Great Britain 

Commer- Income Income Govern-
cial Total on Gov- on com- Total ment 

securities value ernment merrial income securities securities securities 

$2, 119, 864 $2, 289, 823 $7, 081 $127, 191 $134, 273 $460, 795 
1, 277, 415 1, 716, 527 18, 296 76, 644 94, 941 240, 951 

280, 648 431, 055 6,266 16,838 23, 105 185, 200 
52, 857 58, 369 229 3, 171 3, 401 176, 333 
3,695 10, 765 294 221 516 ------------

------------ l, 646 68 ---------- GS ------------
226,325 248, 164 909 13, 579 14, 489 24,868 
191, 598 208, 774 715 11, 495 12, 211 34, 744 

• 

United States of America 

Commer- Income Income 
cial Total on Gov- on com- Total 

securities value ernment mercial income 
securities securities 

$331, 819 $792, 614 $'Zl,648 $23, 2'Zl $50, 875 
193, 606 434, 557 12, 047 13, 552 25, 599 
422, 593 007, 793 9,260 25, 355 34, 615 
123, 994 300, 327 8,816 9, 919 18, 736 
11, 777 11, 777 ---------- 947 947 
12, 615 12, 615 ---------- 885 885 

123, 742 148, 610 1, 243 10, 899 12, 142 
27, 904 62, 648 1, 737 2, 790 4, 527 
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World imiestments of Great Britain and United States of America-Continued 

(OOO's omitted) 

MARCH 21 

Great Britain United States of America 

Govern- Commer- lnoome I lnoom• 
ment cial Total on Gov· on com- Total 

securities securities value ernment mercial income 
securities securities 

Countries 

SOUTH AMERICA-Continued 

Venezuela_______________________ $343 $78, 952 $79, 595 $26 $4. 737 $1, 763 
Bolivia ___________________________ ------------------------------------------------------------------

Govern-
ment 

securities 

$14, 183 
43, 154 

Commer-
cial 

securities 

$232, 538 
61, 775 

Total 
value 

$246, 721 
104, 929 

Income Income 
on Gov- on com- Total 
ernment mercial income 

securities securities 

$709 $20, 928 $21, 637 
2, 157 4, 942 7, 099 

TotaL_____________________ 813, 365 4, 231, 356 5, 044, 721 33, 890 253, 881 287, 771 1, 180, 228 1, 542, 363 2, 722, 591 63, 619 113, 447 177, 067 
�l�=�=�=�=�=�=�=�=�=�l�=�=�=�=�=�=�=�=�l�=�=�=�=�=�=�=�=�~�=�=�=�=�=�=�=�=�=�=�=�=�=�l�l�=�=�=�=�=�=�=�l�=�=�=�=�=�=�~�=�=�=�=�=�=�=�= �l �=�=�=�=�=�=�=�=�l�=�=�=�=�=�=�=�=�l�=�=�=�=�=�=�=�=�l�=�=�=�=�=�=�=�=�=�=�=�=�l�i� 

CENTRAL AMERICA 

Costa Rica __ --------------------- 3,102 2,073 5, 175 129 124 253 9, 712 22, 166 31,878 485 4, 187 4, 673 
Cuba _________ -------------- ____ -- 4, 999 180, 608 185, 607 208 10, 836 11, 044 80, 564 918, 957 999, 521 4,028 64, 326 68, 355: 
Guatemala __ --------------------- 11, 583 5,535 17, 118 482 332 814 13, 446 69, 979 83, 425 673 5, 798 6,4711 Mexico _________ ----____ ----____ -- 2,095 587, 087 589, 182 87 35, 225 35, 312 682, 536 682, 536 54, 602 ------------ 54, 602! 

962 40 40 N icara.gua ________________________ 962 ------------ ---------- ------------ 17, 775 17, 775 1, 066 1,0661 
Salvador------------------________ 

______ �'�:�~�'�-�~� 
3, 731 155 155 32, 357 32,357 2, 133 2, 133 J -----13;224-Panama ______________ ------ ______ ------------ 28,459 41,683 661 2, 276 2, 9371 Dominican Republic_------------------------ ------------ ------------ 22, 937 69,322 92, 259 l, 146 5, 951 7,098 

Haiti_----________ -----------_---- ------------ ------------ ------------ ------------ 17, 755 17, 755 1,454 1,454 
Miscellaneous ______ -------------_ ------------ ------------ ------------ 21, 693 35, 028 56, 721 1,084 2,802 3,886' 

152, 679 l Total .. ------------------- -- 26, 474 775, 303 801, 777 1, 103 46, 518 47, 621 161, 576 1, 894, 334 2, 055, 910 8,079 144, 600 

3, 436, 697 1 258,047 l I 
Aggregate ___ --------------- 839,839 5,006, 660 5, 846, 499 34, 993 300, 399 335,392 1, 341, 804 4, 788, 501 71, 699 329, �7�~� 

�~�·�~�I� 
= 

BRITISH DEPENDENCIES 

India _____ --- ---- ---- ---- _____ ---- l, 310, 560 I, 568, 700 2, 879, 260 94, 125 159, 753 ------------ �~�S�U�I� 32, 676 2, 287 2, 287 Australia _____________ �- �-�~� _____ • ____ I, 899, 770 605, 486 2, 505, 256 94, 988 36, 330 131, 318 232, 998 132, 942 365, 940 11,649 10, 635 22, 285 
New Zealand__ __ ------------------ 484, 815 408, 560 893, 375 24, 240 24, 514 48, 755 ------------ 16, 212 1, 296 1, 296 Canada_ ____________________ 

248,422 2, 762, 318 3, 010, 740 12, 421 165, 745 1 '78i 166 2, 428, 680 l, 960, 320 4,389, 000 121, 434 117, 619 239, 053 
Africa __ -------------------------- 686, 432 2, 099, 730 2, 786, 163 34, 321 125, 983 76, 846 76,846 5, 379 5,379 Colonies __________________________ 202, 682 685, 474 �8�8�8�,�0�~� 10, 129 41, 128 �l�~�~�:� �~�~� 1------4;630-

�1�~�~�2 �1� 
39,855 44, 485 231 3, 113 3,345. 

Total _____ ------- __ ----. ---_ 4,832, 583 8, 130, 269 12, 962, 853 241, 729 487, 827 729, 556 2, 66G, 308 2, 258, 851 I 4, 925, 159 133, 315 140, 332 273, 647 

ASIA 
China____________________________ 177, 863 270, 625 448, 488 8, 893 13, 531 22, 424 7, 354 143, 754 151, 108 367 8, 622 8, 990 
Dutch West Indies_______________ 27, M7 24, 349 51, 997 1, 382 1, 217 2, 599 ------------ ------------ ------------ ---------- ---------- ----------
Japan ____ ------------------------ 185, 816 345, GGO 531, 482 9, 290 17, 283 26, 574 215, 421 65, 946 281, 367 10, 771 5, 935 16, 706 
Persia____________________________ 4, 477 113, 192 117, 670 223 5, 659 5, �8�.�~�3� ------------ ------------ ------------ ---------- ---------- ---------
Siam __ --------------------------- 31, 377 300 31, 677 1, 568 15 1, 583 ------------ ------------ ------------ ---------- ---------- ---------

�r�i�r�s�~�r�a�~�~�~�~�~�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=� �~�~�:� �~� �~�~�:� �~�i� m: �~�~� 4, �~�~�g� �1�~�:�:� 4:: -----57;593----·243;903· ---·311;500-----3;379----20;512· ---·23;392 
TotaL_____________________ 529.189 I l, 162, 937 I, 692, 127 26, 459 63, 535 89. 995 290, 373 453, 608 I 743, 981 14, 518 35, 070 49, 588 

Great Britain _____________________ ------------'------------1------------1----------1----------1----------1------------1 2, 321, 5441 2, 321, 544 1----------1141, 500 �,�~� United States. ___ ---------------- 38, 780 I 585, 235 624, 015 1, 955 40, 966 42, 921 ------------ ------------ ------------ ---------- ---------- ----------

SU1illARY 

Great Britain United States 
Countries 

Total value Total income 

South America ______ ------------- ____ -------------------------- ________ ------------------------- $5, 044, 721, 952 $287, 771, 620 
Central America ______________ ------------ -- ---- _ ---- --- _ ---- --------- -- -------------------- ---- __ 801, 777, 820 47, 621, 335 

12, 962, 853, 457 729, 556, 661 
1, 692, 127, 289 89, 995, 427 �~�~�:�~�~�~�~�~�~�~�~�~�~�~�~�~�-�-�-�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�:�:�=�=�=�=�=�=�=� 

Total value 

$2, 722, 591, 000 
2, 055, 910, 000 
4, 925, 159, 000 

743, 981, ()()() 

Total income 

$177, 067, 087 
152, 679, 922 
273, 647, 410 
49, 588, 750 

United States--------------------------·----------------------------------------------------------- 2, 321, 644. 000 141, 500, 639 ------------------ ------------------
Great Britain_ _________ ---_ -------------_ ----_ -----------_ -- -------------------------_______ ---- ---________________________________ _ 624, 015, 000 42, 921, 450 

Grand aggregate..___________________________________________________________________________ 22, 823, 024, 518 1 1, 296, 445, 682 11, 071, 656, 000 l 695, 904, 619 

Countries 

EUROPE 

Govern
ment 

securities 

World inveatments of Great Britain and United St,ates of America 
(OOO's omitted) 

Commer
cial 

secmities 

Great Britain 

Total 
value 

Income Income 
on Go•· on com- Total 
ernment merci.al income 
securities securities 

Govern
ment 

securities 

Austria___________________________ $71, 332 $32, 650 $103, 982 $3, 566 $1, 635 $5, 201 $78, 476 
BelgilllIL-- ·-------------------·---- 53, 931 45, 005 98, 936 2, 696 2, 250 4, 946 125, 933 
Bulgaria-------------------------- 11, 599 7, 200 18, 799 579 360 939 17, 232 
Czechoslovakia..__________________ 15, 919 17, 456 33, 375 795 872 1, 667 35, 239 
Danzig __________________________ ------------------------------------------------------------------ 5, 770 
Denmark ____________________ ._____ 6, 761 13, 903 20, 664 338 695 1, 033 100, 054 
Estonia__________________________ 3, 123 3, 307 6, 430 156 165 321 4, 500 
Finland.------------------------------------- ------------ ------------ ---------- ---------- ---------- 50, 364 
France___________________________ 34, 789 15, 805 50, 594 1, 739 790 2, 529 30, 435 
Germany_________________________ 101, 558 133, 812 235, 370 5, 077 6, 690 11, 767 1, 410, 475 

�g�~�w�~�~�a�-�~�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=�=� 11
• m �~�~�:� �~�~� 

1rl: �~�~�5� 
3
• 
87! i: �~�~� r: �s�~� 

20
• �2�~�~� 

United States of America 

Commer
cial 

securities 

$14, 337 
64, 246 

812 
4,875 
2,531 

15,824 
2,531 

956 
145, 009 
216, 514 

5, 136 
43, 224 
7,870 

Total 
value 

$92, 813 
6, 296 

18, 044 
40, 114 
8,301 

115, 878 
7, 031 

51,320 
175, 444 

1, 626, 989 
26, 051 
44, 176 
92, 448 

Income Income 
on Gov- on com- Total 
ernment mercial income 
securities securities 

$3, 924 $719 $4, 643 
3, 212 9,508 12, 720 

861 40 901 
1, 761 U3 2, 004 

288 126 413 
5,002 791 5, 794 

225 125 350 
2, 518 47 2, 565 
1, 521 7,250 8, 771 

70, 523 10, 825 81, 348 
1,045 256 l, 301 

47 2, 161 2,208 
4, 178 393 4, .571 IIungary __________________ ._______ 65, 225 51, 072 116, 297 3, 261 2, 553 5, 814 84, 578 

Iceland___________________________ 6, 016 3, 901 9, 917 300 209 509 -----1A·959· ------2,·129----·-17·, 093· ------743· ------166- -------354 
Irish Free State __________________ ------------------------ ---------------------- -------------------- "2t 

Italy_---------------------------- 10, 149 80, 972 91, 121 507 4, 858 5, 365 337, 485 113, 216 450, 701 16, 874 5, G60 22, 534 
Lat.:ia ____________________________ ------------ ------------ ------------ ---------- ---------- ---------- ------------ 2, 531 2, 531 126 126 
Lithuania ________________________ ------------------------------------------------------------------------------ 3, 450 3, 450 276 276 
Norway_------------------------- 30, 197 18, 765 48, 962 1, 509 1, 125 2, 634 29, 244 22, 970 52, 214 l, 462 1. 148 2, 610 
Poland_--------------------- 8, 539 13, 186 21, 725 �~� 659 1, 085 115, 274 lil, 193 166, 467 5, 763 2, 559 8, 322 



l934 CONGRESSIONAL RECORD-HOUSE 
World investments of Great Britain and UniUd States of America-Continued 

(OOO's omitted) 

Great Britain 

5063 

United States of America 

Countries Govern
ment 

securities 

Commer
cial 

securities 

Income Income Govern
ment 

securities 

Commer
cial 

securities 

Income Income 
Total 
value 

on Gov- on com- Total Total 
value 

on Gov- on com- Total 
ernment mercial income 
securities securities 

ernment mercial income 
securities securities 

EUROPE--<!On tinued 

Portugal__________________________ $6, 000 $45, 882 $51, 891 $300 $2, 294 $2, 594 ------------ $11, 546 $11, 546 $577 $577 
Rumania_________________________ 28, 039 113, 190 141, 229 1, 401 5, 659 7, 060 ------------ 13, 836 13, 836 l, 383 1, 383 
Spain_____________________________ l, 324 146, 809 148, 133 66 7, 340 7, 406 
Sweden___________________________ 1, 255 37, 642 38, 897 64 1, 885 l, 949 

------------ 72, 230 72, 230 8, 750 8, 750 
20, 277 19, 230 39, 507 1,500 2, 100 3,600 

Switzerland_--------------------- 171 14, 357 14, 528 8 746 754 ------------ 16,804 16,804 860 800 
Turkey ___________________________ 25,333 7,485 32,818 1,122 599 1,721 ------------ 8,505 8,505 680 680 
Yugoslavia_---------------------- 1, 855 14, 225 16, 080 92 995 l, 087 43, 780 38, 400 82, 180 2, 189 384 384 
Russia____________________________ 8, 572 (?) 8, 572 428 (?) 428 ------ ------ ------------ ------------ ---------- ---------- ----------
Luxemburg ____ ------------------ ------------ ------------ ------------ -------- __ ---------- ---------- 9, 517 ------------ 9, 517 475 475 
Baar Valley ______________________ ---------- ___ ----- ------ ____ ------ ____ ------ __ -------- ___________ _ 7,900 ------------ 7, 900 395 395 
Miscellaneous_-----------________ ------------ ------------ ------------ ---------- ---------- ---------- 5,015 ------------ 5,015 250 250 

TotaL_____________________ 569, 297 911, 375 1 1, 480, 672 28, 309 47, 116 75, 4251 2, 548, 384 899, 905 3, 448, 289 124, 761 67, 093 181, 854 

GRAND SUMMARY 

Great Britain United States of America 

Country 
Total value Total income 

South America __________ -------------------------------------- -------------------------------____ $5, 044, 721, 952 $287, 771, 620 
Central America---------------------------------------------------------------------------------- 801, 777, 820 47, 621, 335 
British dependencies------------------------------------------------------------------------------ 12, 962, 853, 457 729, 556, 661 
Asia---------------------------------------------------------------------------------------------- 1, 692, 127, 289 89, 995, 427 

Total value 

$2, 722, 691, 000 
2, 065, 910, 000 
4, 925, 159, 000 

743, 981, 000 

Total income 

$177, 007, 037 
152, 679, 922 
273, 647, 410 
49, 588, 750 

United States of America------------------------------------------------------------------------- 2, 321, 544, 000 141, 600, 639 ------------------ ------------------0 reat Britain _______________________________________________ ------------- ______________ -------- ______________________________________ _ 624, 015, 000 
3, 448, 289, 000 Europe ___ --------------------------- -------------------------------------------------------- 1, 480, 672, 400 75, 425, 644 

Aggregate_---------------------------------__ ---------------------------------------_______ 24, 303, 696, 918 1, 371, 871, 326 14, 519, 945, 000 

Statement showing percentage of American overseas trade carrielf in British shtp.! 

Total foreign trade of United States carried Proportion of total foreign trade of United States carried 
in foreign ships in British ships 

Year 

Imports Exports Total Imports Exports Totnl Percentage 

1923_ - - - - - - -- - - -------- --- --- -- --- --- ------- $2, 271, 662, 621 $2, 149, 236, 057 $4, 420, 898, 678 $1, 215, 231, 008 $1, 247, 523, 474 �$�~�.� 462, 754, 482 56. 7 
1924_ - - - - - - ---- ------ - - - --- - ------ ---- - --- -- 2, 133, 061, 218 2, 436, 500, 383 4, 569, 561, 601 1, 117, 007, 743 1, 321, 248, 757 2, 438, 256, 500 63. 3 
1925 ______ --- - - --- -- -- --------- -------- -- -- - - 2, 565, 073, 664 2, 721, 803, 853 5, 286, 877, 517 1, 384, 925, 917 1, 423, 507, 521 2, 808, 433, 43S 63.1 192fL _______________________________________ 2, 695, 9 9, 056 2, 618, 933, 793 5, 314, 922, 849 1, 367, 064, 320 1, 339, 953, 014 2, 707, 017, 334 50. 9 
1927 - - - - - - - -- -- ---- ---- - -- ----- -- --- -------- 2, 446, 567, 307 2. 629, 915, 300 5, 076, 482, 607 1, 133, 818, 459 1, 333, 324, 539 2, 467, 142, 998 48. 6 
1928_ - - - - ------- - -- - - - - ---- ----- -------- ---- 2, 417, 686, 252 2, 770, 231, 023 5, 187, 917, 275 1, 121, 146, 005 1, 341, 683, 703 2, 462, 834, 708 47. 7 
1929_ - - - - - - - - - - - -- - -- - - --- - --- --- --------- -- 2, 602, 016, 963 2, 808, 228, 156 5, 410, 245, 119 1, 163, 518, 633 1, 348, 692, 93! 2, 512, 111, 614 46. 4 
1930_ - - - - - --- -- -- -- ---- -- - - --- --- --- -- ------ 1, 737, 060, 755 2, 028, 870, 318 3, 765, 931, 073 751, 088, 627 946, 730, 583 1, 697, 819, 210 45.1 
1931_ _ - - - - - -- -- ---- -- -- -- -- ------ -- -- --- ---- 1, 209, 601, 179 1, 291, 300, 906 2, 500, 902, 085 448, 961, 267 582, 748, 626 1, 031, 709, 893 41. 2 
1932_ - - - - -- -- - - -- - --- ---- -- --- - ------ ----- -- 733, 834, 398 893, 727, 107 1, 627, 561, 505 258, 348, 352 378, 809, 770 637, 158, 122 39.1 

42, 921, 450 
181, 854, 336 

877, 7513, 955 

Carriage costs 
paid by United 

States of 
America to 

British ship-
�p�i�n�~�,� insurance, 

and banlring 
companies 

(value) 

I $123, 137, 724 
121, 912, 82.5 
140, 421, 671 
135, 350, 866 
123, 357, 149 
123, 141, 735 
125, 605, 580 
84,890, 960 
51, 585, 494 
31,857, 906 

•Examine column 3 (.A.) Shipping. The value of $123,137,724, for the year 1923, is derived from the dollar payments for the cost of the carriage of United States imports 
and exports throughout the world by British ships. The particulars of the value of the United States imports and exports carried in British ships are contained in the state
ment showing percentage of American overseas trade carried in British ships. 

Examine column 4 (A) Bills of exchange. The value of $492,4!15,490 for the year 1923, is an aggregate of the values stated in statement entitled "American Dollars Fund 
Controlled by British Banks." (CONGRESSIONAL RECORD, Jan. 20, 1934, p. 974.) 

Examine column 5 (A) Investment income. The value of $142,733,200 for the year 1923 is derived from the interest and/or dividends paid yearly by United States 
concerns or persons whose certificates of indebtedness, such as bonds, stocks, mortgages, insurance policies, etc., are owned by British investors. The particulars of the income 
accruing to British investors from the payment of interest and dividends by the United States and by other foreign nations are contained in the statement showing World 
Investments of Great Britain and the United States. 

Statement showing value and percentage of Great Britain's oversea& income encashed in United States 

Year 
Value added 

Great Britain's �V�a�~�u�e� �e�n�~�h�e�d� by inflation at 
overseas m Umted Percentage $31.80 per fine 
income 1 States 2 ounce of gold 

1923 _ --- - --- -- -- --- ---- --- -- ----- ----- ----- ---- ---- ------ ----- ---- - ---------- ----- ----- ----- ---------- ----- --- $1, 024, 053, 910 
1924 _ - - - - - - - ------- -- - - - - - - - -- -- -------- -- --- -- ----- --- ----- -- -- ----- ----- ---------- --------- ------- ----- ----- 1, 107, 797, 751 
1925_ - - - - - -- --- --- ---- ----- - - ----- ------------ -- - --- --- ----- -- ----- ---- --- --- ----- -- -------- -- ---- ------ ---- - - 1, 191, 452, 257 
1926_ - -- -- - ---- --- --- - - - - - ----- --- --- --- - ----- -- -- -- --- ---- --- - --- ---- - - ---- ---------- ---------- ---- -- ----- - - - 1, 463, 003, 777 
1927 - - -- -- --- ---- --- -- - _:_ -- -- -- --- ----- -------------- ----- - -------- -- ----- --- -- ---------- -- -- ---- ---- ------ -- 1, 565, 615, 353 
1928_ - - --- --- - -- --- - - - - --- --- -- --- ------ - -- --------- -- ------ -- -- --------- --- -- -- ------------- --- ---- - - - -- ----- 1, 556, 428, 151 
1929_ - -- ---------- ---------------------------------- �-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�~�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�-�- 1, 698, 512, 851 
1930_ - - - - --- - - -- - - - - - - -- -- - - -- --- ----- --- - --- --- -- -- --- --- -- ---- - - --- ------- ---- --- --------------- ---- --- -- --- 1, 703, 776, 060 
1931 _ - - - - --- -- - - -- - - ----- ----- - --- -- -- - - ---- -------- ---- --- ----- -- ------ ---- -- ---- -------- ----- --- ---- ------ -- 1, 690, 760, 697 
1932_ - - - - ----------- --- - - ------- -- -- ---- - --- - --- -- -- --- -- ---- ----- ------ ---- ---- ------ --------- ------ ---- - 1, 371, 871, 326 

$758, 366, 414 
843, 831, 202 

1, 000, 506, 676 
1, 050, 890, 468 

906, 138, 992 
817, 933, 575 

1, 157, 034, 483 
795, 926, 894 
592, 017, 713 
342, 557, 118 

Total--------------------------------------------------------------------------------------------------- 14, 263, 271, 133 8, 365, 203, 535 
Average_-------------- -------------------------------------------------------------------------------- 1, 426, 327, 113 836, 520, 353 

74. 00 
76.00 
84.00 
73. 00 
67.00 
62.00 
72.00 
46. 00 
35. 00 
25.00 

68. 66 
58. 66 

3 $266, 175, 779 
335, 690, 773 
628, 401, 297 
691, 603, 201 
�~�8�7�,� 763, 516 
1.47, 162, 685 
621, 322, 289 
428, 719, 208 
257, 583, 922 
37, 507,851 

4, 101, 930, 521 
410, 193, 052 

1 Examine statement showing 8$essed gross income of Great Britain on declared overseas investments. (CONGRESSIONAL RECORD, Jan. 20, 1934, p. 976.) 
2 Examine columns 3, 4, and 5 (A) under statement showing International Merchandise and Services Balances between Great Britain and the United States. (OON

GRESSIONAL RECORD, Jan. 20, 1934, P-· 975.) 
3 Examine columns 3, 4, and 5 (C) under statement showing International Merchandise and Services Balances between Great Britain and the United States. (CON

GRESSIONAL RECORD, Jan. 20, 1934, p. 975.) The addition of the following values, for the year 1923, namely, $53,526,911; $212,648,868; and $62,044,896, amounts to an aggregate 
-of $266,li5,779. 
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In connection with the above tables I wish to point out to British owners of Brazilian securities. And I would ask you 
you that. with the exception of the Government securities to ref er to the tables I placed in the RECORD in my speech 
stated, all these investments are productive assets, and you of January 20, where you will find the sum of $98,898,592 in. 
will also observe that all these productive assets are situated the column of the year 1929. This sum of $98,898,592 is, as. 
in foreign countries and that they are not in Great Britain you will find, approximately the sum total of the excess of 
or in the United States. The income accruing to British Brazil's exports to the United States over Brazil 's imports 
investors, amounting to $1,371,871,326, is cached in the from the United States. Or in other words, Brazil's credit 
United States to the extent of between 74 percent and 35 balances in the United States were used to the extent of 
percent, according to the gross income obtained from the about 80 percent toward the payment of interest owing by 
year 1923 through 1933. I want to emphasize again the fact Brazil to British investors. 
that these world investments of Great Britain and the Now I would ask you is it to be wondered at that there is 
United States are exclusive of all war debts. Taking these no end of trouble for American exporters to obtain Brazilian 
figures into consideration I cannot see, for the life of me, exchange in settlement of increased American exports to 
how Great Britain, who has productive assets situated out- Brazil? 
side of the British Isles amounting in value to $24,303,- The same set of conditions, I would paint out to you, 
696,918, which assets produce an actual transferable pro- obtain in all the South and Central American Republics and 
ductive income of $1,371,871,326, has the audacity to plead elsewhere throughout the world. Again I would refer you 
poverty and ask for any readj.ustment of her war debt to the to these tables that I placed in the RECORD on January 20, 
United States. Nor can I see why any officials of the pres- where you will find that during the year 1929 the British 
ent administration should feel so inclined as to reduce or banks bought and controlled the sum of $884,060,693 as an 
cancel by 90 percent the debts which are owed by Great "American dollar reserve fund", the whole of which was 
Britain to the United States. secured in the case of every country concerned in these 

I wish to revert to the remarks which I made in this :figures in the same manner as in the case of Brazil. 
House on January 20, 1934, when the gold monetary bill Again I ref er to these tables, where you will fi nd under 
was up for discussion. I said you will never be able to the heads for the year 1929 the amounts of $631,397,000 and 
legislate stabilization in the United States so long as the $439,640,861, or a total of $1,071,037,861. This represents 
Government of the United States comes to an agreement the value of the income accruing to British investors whose 
with the governments of the other nations in which are situ- capital is pla-eed in the various concerns enumerated under 
ated the properties against which Great Britain holds the these two heads. 
titles of ownership and the production thereof. To make During the year 1929 the American dollar reserve fund 
clear, let me give you a concrete example of what I mean- amounted to $884,060,693, which represented the value of 
and I would call your attention to that list which I am coffee, tin, sugar, tea, rubber, spices, and so forth, exported 
placing in the RECORD, containing the amount of investments from all the countries enumerated in the last table. Ill 
in South America owned by the investors of Great Britain. other words, Great Britain obtained about 82 percent of �h�e�~� 

Great Britain has in Brazil, for instance, an approximate income on her productive investments in foreign countries 
total investment of £320,988,360, of which £65,505,360 are through the exports of these debtor countries to the United 
invested in governmental securities and £255,483,000 are States during the year 1929. The total gross income aris
invested in various plantations, railways, harbors, hydro- ing from Great Britain's overseas investments during the 
electric and telephone lines, and so forth. year 1929 was $1,598,512,851; during the year 1929 the 

The Government of Brazil draws the interest it has to pay American dollar fund was $884,060,693. This means that 
on its bonds held by investors of Great Britain through tax- about 55 percent of Great Britain's gross declared income 
ation which is drawn out of the properties in which Great was paid from the proceeds of the exports of her overseas 
Britain's investors own a controlling interest. The Govern- debtor nations. and the American people paid for this in .. 
ment of Brazil does not produce anything that is transfer- come which accrues to British investors. I might say to 
able abroad. The mines and plantations owned by the Brit- you that I have had prepared another compilation which 
ish are the only properties that produce anything that will show to what extent the American people are being 
enables Great Britain to receive the interest owing to her done by this strangle hold on the foreign trade of the United 
investors on the capital invested in Brazil. I would call your States. 
attention to the fact that Sir John Simon, the Britisher, Mr. LUNDEEN. Mr. Chairman, will the gentleman yield? 
made a secret treaty with the Brazilian Government in re- Mr. McFADDEN. Yes. 
gard to matters of exchange when he went to that country Mr. LUNDEEN. Will the gentleman have in the RECORD 
for his health a short time ago. Now, who pays for the the amount of money that we canceled to Europe a few 
interest that is owing to British investors in Brazil? Why, years ago-something over $12,000,000,000? 
the citizens of the United States pay nearly every penny of _ Mr. McFADDEN. The gentleman is undoubtedly refer .. 
that interest owing to British investors. ring to the foreign debts. That was something over $22,000, .. 

Let me convert the amounts owing for interest in 1929-30 000,000, and that was reduced under the various settle .. 
into dollars. The amounts in pound sterling are 3,275,268 ments made with foreign countries down to approximately 
and 12,774,150, making a total of 16,049,418 pounds sterling. the present amount--$12,000,000,000. 
If you multiply 16,049,418 by 4.86, being the then parity of Mr. LUNDEEN. What I have reference to is that the 
exchange between the pound sterling and the dollar, you will general public seems to think there has been no cancelation. 
obtain $78,000,171.48. Now, how did Brazil transfer the pay- Mr. McFADDEN. There has been, and there has been 
ment of this latter sum to the investors of Great Britain? practically a 50-percent cancelation. The so-called �"�w�~� 
I may say that very little gold was shipped to England that debts" now owed to the United States amount practically to 
were on account of interest payments. The Brazilians did the sum of money which was loaned by the United States to 
not remit their paper money to London, because Brazilian foreign countries at the conclusion of the war, which money 
paper money cannot be used in Great Britain as legal tender was largely used for the rehabilitation of certain countries 
by the people to whom such interest payments were due. I in Europe. The original loan was practically entu·ely 
have just stated that all this interest indebtedness is paid by canceled. 
the citizens of the United states. Now I am going to give you When you take this situation seriously into consideration 
the proof. During the year ending December 31, 1929, Brazil's and realize the predicament of the United States and the 
exports to the United States amounted to $207,686,130, rep- strangle hold that Great Britain has over our trade rela
resenting mostly the value of coffee imported into the United tions with South American countries, to talk about stabili-· 
States. During that same year British bankers in Brazil pur- zation first with Great Britain is absolutely out of question 
chased $98,898,592-bills of exchange on the United States-- and absurd, because if this is done, the people of the United 
out of a total of $207 ,686,130 as a dollar reserve fund to States are going to be made the goats. And may I say 
be applied toward the payment of the interest owing to the as definitely as I can that the facts and figures must be 
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determined in advance of any talks with any country about 
stabilization? 

I have a feeling that there is great misunderstanding even 
by the expert economists who are suppo$ed to know and 
understand the effect of these trade relations of the United 
States with other countries which makes me conclude that 
these men are only guessing and bluffing or else they are 
deliberately scheming with the Britishers in this particular. 

Now that the President has by proclamation lowered the 
gold content of the dollar to 59.6, it will be interesting to 
know, in view of the recent decision of the House of Lords 
in England as regards the fulfillment of contracts that were 
entered into with good faith by the United States, and the 
corporations and individuals in the United States whose 
contracts and obligations are now held in England, France, 
Belgium, Holland, Switzerland, and the Scandinavian coun
tries, what the President is going to do about this. Are these 
countries going to demand at maturity the payment of all 
the United States securities they own in gold dollars of 23.22 
and not of 13.93 grains? I fear that the United States has 
embarked upon a voyage in dark and unknown waters which 
are fraught with serious international complications. 

I should like to press the further query prompted by the 
reports of an international conference about to be held with 
Great Britain on the question of stabilization, war debts, 
and tariffs, which I have referred to in these remarks. Are 
all of these important matters to be dealt with en bloc? 

We now know that the Secretary of the Treasury is call
ing for expert assistance by his recent request to the Ways 
and Means Committee to provide in the tax bill for 10 
experts to assist him in managing the equalization fund. 
Are these experts to be trained monetary experts? Are 
they to be trained tariff experts as well? And are they to 
be given authority to cancel or reduce by 90 percent the 
war debts owed to the United States? These are all ques
tions in which the American people are greatly interested, 
because the decisions arrived at in dealing with these sev
eral matters will determine largely the future welfare of 
the American people. 

What is the significance of the newly appointed ambas
sador at large, Richard Washburn Child, who has just 
sailed for England? Is he an additional negotiator on war 
debts, economic conferences, tariffs, and international ex
change, or has he been shipped out of the country because 
he is a critic of the new deal? 
· That the present stabilization negotiations will prove 

. abortive, allow me to tell you this with all of the emphasis 
that I possess: The Treasury of the United States will not 
have one gold dollar in its vaults within the next 10 years 
if the present administration adheres to the gold standard 
as defined by the Gold Reserve Act of 1934, and the United 
States will have to go off the gold standard again if this 
policy is not changed at an early date in order to protect 
her gold reserves and sovereignty; otherwise Great Britain 
and the sterling-bloc nations of the world will demand and 
influence the payment in gold of all their international 
balances of trade. If you could look behind the scenes, 
you would know that this bloc of nations are watching with 
a great deal of interest the recent action of Panama in de
manding 23.22 grains of gold per ounce in settlement of the 
obligations owed by the United States to Panama. 

In further support of my opinion on this matter, I am 
inserting a statement showing the amounts of gold that 
will become exportable and eligible under the Gold Reserve 
Act of 1934 each year as the consequence of the devaluation 
of the gold dollar from its former standard to its present 
standard of 59.06 percent. 

Imports Inflated Exports Excess inflated Exportable 
imports imports gold 

1932 ________ $1, 322, 74.5, 439 $2, 239, 587, 956 $1, 612, 305, 818 -$627, 282, 138 $370, 485, 376 1931_ _______ 2, 090, 634, 725 3, 539, 728, 971 2, 424, 288, 538 -1, ll!i. 4.40, 383 6.'i8, 801, 400 1930 ________ 3, 061, 090, 619 5, 182, 842, 807 3, 843, 391, 349 -1, 339, 451, 458 791, 106, 821 
1929 ________ 4, 399, 361, 066 7, 448, 716, 714 5, 240, 995, 202 -2, 207, 721, 512 1, 303, 924, 480 1928 ________ 4, 091, 120, 064 6, 926, 822, 769 5, 128, 809, 279 -1, 798, 013, 490 1, 061, 942, 728 1927 ________ 4, 184, 742, 416 7, 085, 338, 146 4, 865, 375, 325 -2, 219, 962, 821 1, 311, lM, 442 
1926 ___ ----- 4, 430, 890, 381 7, 502, 100, 133 4, 808, 465, 005 -2, 693, 635, 128 1, 590, 914, 780 

Total _____ ------------- -------------.... ------------- --------- 1, 103, 433, 340 

You will note that by substituting the year 1934 for the 
year 1932, 1935 for the year 1931, 1936 for the year 1930, 
1937 for the year 1929, 1938 for the year 1928, 1939 for the 
year 1927, and 1940 for the year 1926 you will find the 
amount of gold exportable for the year 1934 will be $370,-
485,376, and so on until 1940, when the exportable gold will 
be $1,590,914,780. The year 1932 was the lowest of the 
depression years, and 1926 is the highest aim of the present 
administration in price and volume levels. 

It only stands to reason that the foreign trade of the 
United States will gradually revive on an upward trend in 
the same degree that it went down from 1926 through 1932, 
and for that reason, on the assumption that the exports 
as to volume and price level for each year are approxi
mately the same from 1934 through 1940. There can be no 
mathematical evidence to prove the contrary of my 
reasoning. 

You will observe by looking at the statement above that 
the exportable gold for the year 1929 was $1,303,924,480, 
which will become the amount exportable in the year 1937, 
all this by reason of the reduction in the gold content of 
the dollar to its present content of 13.71 grains of fine gold, 
and by reason of the provisions of the Gold Reserve Act 
of 1934, artfole 4, section 28, as defined for the purpose of 
settling international balances, and for other purposes. 

Secretary Henry A. Wallace has said, in his pamphlet 
entitled" America Must Choose", that--

If we are going to increase foreign purchasing power enough to 
sell abroad our normal surpluses of cotton, wheat, and tobacco at 
a decent price, we shall have to accept nearly a billion dollars 
more goods from abroad than we did in 1929. 

In other words, Secretary Wallace wants to find a way out 
in sending $1,303,924,480 gold dollars abroad in 1937 (1929) 
and take from abroad in lieu thereof an equivalent in shoddy 
goods from foreign countries. This is all nonsense and 
unbusinesslike and cheap political buncombe. 

If this administration persists in such a course it is tot
tering slowly toward its own ruin and indirectly is carrying 
in its train the economic and financial destruction of the 
United States, the greatest, the bravest, and the proudest 
Nation in all the world. 

I wish to call your attention to an article appearing in the 
New York Times bearing a London dispatch line under date 
of February 27 relative to the recent decision of the House 
of Lords upholding the gold clause in the case of Belgian 
bonds, as follows: 

BRITISH BOND ISSUES HERE UNTOUCHED BY LORDS' RULE 

LONDON, February 27.-Neville Chamberlain, Chancellor of the 
Exchequer, told a questioner in the House of Commons today that 
the recent decision of the House of Lords upholding the gold 
clause in the case of Belgian bonds did not apply to United 
Kingdom gold bonds issued in New York. 

"That matter", said Mr. Chamberlain, "is governed by United 
States law." 

On December 15 the House of Lords in its high legal capacity up
held the right of British holders of bonds of the Societe Intercom
munale Belge d'Electricite to receive capital and interest payments 
in gold pounds rather than paper pounds, in accordance with a 
gold clause in the bonds. 

The London Times, commenting on the decision at the time. 
said: 

"At present, when default is stalking naked and unashamed 
throughout the world, it is of the utmost importance that debtors 
should at least acknowledge their rightful obligations." 

Mr. Neville Chamberlain says, "That matter is governed 
by United States law." In other words, Mr. Neville Cham
berlain and his crowd are determined. to demand and request 
that all the bonds and securities owned by British investors 
in the United States which were purchased prior to . the 
enactment of the Gold Reserve Act of 1934 be paid in gold 
dollars of 23.22 grains of fine gold and that all bonds and 
securities purchased since January 30 and 31, 1934, will be 
subjected to the Gold Reserve Act of 1934. This is a concise 
definition of Neville Chamberlain's idea when he states on 
the floor of the House of Commons that "that matter is 
governed by United States law." 

What will be President Roosevelt's answer to the British 
Government's request for the payment of these bonds and 
contracts in dollars of 23.22 grains of fine gold? If his 
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answer -sh<Juld be that all United States bonds, ·public -and 
private, and contracts, including all Federatl Reserve notes, 
gold certificates, owned by British investors, will be paid in 
dollars of 23.22 grains of fine gold, will this payment not 
make the United States stabilization fund of $2,000,000,000 
return into thin air as when it was created? If President 
Roosevelt should answer Great Britain that the Gold Re
serve Act of 1934 applies to all American bonds and securi
ties whether owned by the investors of Great Britain or by 
the investors of any other foreign nation, is it not to be ex
pected that all sterling bloc nations of the world will openly 
accuse the United States of brazen repudiation? Do you not 
realize that such repudiation might be a "casus belli "? 

Referring again to the attitude of Panama in regard to the 
payment of interest, this controversy with Panama over this 
question of gold payments whether at 23.22 grains or on the 
new basis is a most interesting one when we consider that 
Panama Territory contains the main artery of the shipping 
power of the greatest nation in the world. It looks like a 
game to me-the game to destroy American shipping in the 
Panama Canal and throttle American exparts, and particu
larly so when we see the present-daiy efforts to undermine 
the Monroe Doctrine. 

These matters are particularly pertinent at this time when 
the President is dealing with gold, international exchange, 
war debts, seeking full authority on tariff matters and the 
right to make treaties governing oilr trade relations with 
any and all countries of the worid; pertinent aiso because 
of the fight that is now on to control the trade of the South 
American countries by Great Britain and Japan. Japan has 
increased her trade with South American countries during 
the past year or so over 200 percent. Because of this im
portant situation I have called this matter to your attention. 

:Mr. LUDLOW. Mr. �C�h�a�i�.�.�.�~�a�n�,� I yield 2 minutes to the 
gentleman from Missou_rj [Mr. COCHRAN]. 

Mr. COCHRAN of Missouri. Mr. Chairman, on the 
.morning that we were asked to vote on the Senate amend
ments to the independent offices appropriation bill, all Mem
bers received a long 2-page letter from John Thomas 
Taylor, of the national committee of the American Legion, 
in which he requested us to give our full suppart to the 
amendments affecting veterans, especially the amendments 
in which the American Legion was interested. To that 
letter I replied as follows: 

M..\RCH 14, 1934. 
Mr.- JOHN THOMAS TAYLOR, 

Vi ce Chairman The American Legion, 
Room 625, Bond Building, Washington, D.C. 

MY DEAR MR. TAYLOR: Receipt is acknowledged of your letter 
of the 13th with reference to the amendment to the independent 
offices appropriation bill. 

The President has stated to the House committee that he will 
not accept the Senate amendments. Now I am asking you, 1n 
view of this, taking into consideration your years of experience, 
if there is anything we should do except compromise? If we 
do not compromise and the President vetoes the bill, then the 
veterans will get nothing, because we might be required to pass 
a resolution extending the present year's appropriation bill. Our 
situation is not a pleasant one. I am going to do the very best 
I can. 

With kind regards I am, sincerely yours, 
JOHN J. COCHRAN. 

In reply to that letter Mr. Taylor wrote as follows: 

Hon. JOHN J. CocHRAN, 

THE AMERICAN LEGION, 
NATIONAL LEGISLATIVE COMMITTEE, 

Washington, D.C., March 17, 1934. 

House of Representatives, Washington, D.C. 
DEAR JoaN: In reply to your letter of March 14, of course, I 

thoroughly agree with you that a compromise on the Senate 
amendments was and is absolutely necessary, and for that reason 
I was certainly glad to note that you voted yesterday to send the 
House amendments to conference, as this is the only way in which 
any real legislation can be accomplished. 

Very truly yours, 
JOHN THOMAS TAYLOR, 

Vice Chairman National Legislative Committee. 

We are going to be asked to vote on this proposition again 
tomorrow morning, Mr. Chairman, and I reiterate what I 
said before, that unless we send this bill to conference we 
are not going to get anything for the veterans at this session 
of Congress. 

The CHAIRMAN. The time of the gentleman from Mis
souri has expired. 

Mr. LUDLOW. Mr. Chairman, I yield 20 minutes to the 
gentleman from Indiana [Mr. GRISWOLD J. 

Mr. GRISWOLD. Mr. Chairman, those who have been 
reading the newspapers in the last few days cannot help 
but be cognizant of the critical situation of the railroads, the 
transportation system of the country. For the last 24 
months we have been giving them a lot of attention, but 
all the attention we have been giving them has been mone
tary attention, passing out gratuities, to such an extent 
that I do not believe the Members of the House have any 
conception of how much we really have passed out to them, 
and how little we have obtained in return. 

Through the repeal of the recapture clause the railroads 
have received $355,000,000. Through freight increase, $73,-
000,000. Through postal ·adjustments, $40,000,000; loans 
from the Reconstruction Finance Corporation, $340,000,000; 
from the P.W.A., $53,000,000; or a total of $1,245,000,000. 
In addition to that, they have benefited through the reduc
tion in wages by $384,000,000, or a total to the railroads, 
exclusive of their earning capacity, of $1,629,000,000 in the 
last 24 months. 

We have been told all along that they must have this 
money to keep going. They have come here, hat in hand, 
and talked in favor of the security holder, never at any 
time have they said a word in the interest of the public or 
in the interest of the employees, even though today they 
have on their rolls thousands of men working for $6 a week. 

Mr. BOLAND. Will the gentleman yield? 
Mr. GRISWOLD. I yield. 
Mr. BOLAND. The gentleman speaks of employees of 

the railroads. Does the gentleman not think that one of 
the most serious reasons for the loss of employees on the 
railroads is the unfair competition of the busses and tmcks 
upon our highways, and the menace they are causing? 

Mr. GRISWOLD. I think to a certain extent it is . 
Mr. BOLAND. Is the gentleman familiar with a bill 

which I presented in the Seventy-second Congress, the bus 
and truck bill, that I claim was smothered in committee and 
was not allowed to come onto the floor of this House, because, 
I believe, it would have passed had it been brought to 
the floor and had the statistics been presented, proving what 
I claim? I believe that is the greatest menace to the em
ployees of the railroads today. If I may state further in the 
gentleman's time, in the anthracite fields we have trucks 
coming all the way from New York and New Jersey, occupy
ing our highways, drawing coal which should be carried upon 
the railroads; and thereby men who should be working on 
the railroads carrying this freight are losing their jobs 
because of this unfair competition. It is a fact, too, that 
these bus and truck companies do not have any investment 
in the railroads. It is ridiculous that we should sit here and 
allow that kind of thing to happen in this country. 

Mr. GRISWOLD. I will say that I am familiar with the 
gentleman's bill. I think it is meritorious. I would say 
further than that, that the bus owners met in Chicago last 
fall and passed a resolution complaining because the rail
roads were reducing passenger rates, and that if the pas
senger rates were reduced, the busses could not compete 
with the railroads. That resolution appeared in the Chicago 
Tribune. 

Mr. BOLAND. I appreciate the gentleman's answer. I 
just wanted to notify the Members that this bill is before 
the committee again, and I hope to be able to have it pre
sented to the House, and I solicit your support for the bill. 

Mr. GRISWOLD. The gentleman shall have my sup
port. I should like to say further that the whole scheme of 
things has been that if they would increase the length 
of trains, economies would be effected; that if the number 
of employees were reduced, economies would be effected, 
which would be reflected in freight rates; yet, despi te all 
these so-called "economies", the freight rates have in
creased 25 percent over what they were when the railroads 
were hauling 50 cars with less powerful engines. They are 
now hauling trains of 150 and 200 cars. They have in-
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creased the cars in carrying capacity from 1911, when the 
total carrying capacity of all the cars was 78,000,000 tons, 
to a carrying capacity in 1933 of 22,000,000 tons more than 
then, with 12,000 less cars in commission. They have 
made the trains so big, they have made the cars so big, that 
the only thing that is now stopping them from making them 
bigger is the fact that their tunnels and bridges will not 
carry them. If we will give them a few more million dol
lars, they will be perfectly willing to increase those sizes. 
We have increased the cars to such an extent that today 
the average carrying capacity of a car is 47 tons. Accord
ing to the report of the American Railway Association, in a 
survey of 12 leading class I railroads, the less-than-carload
lot freight carried in those 47-ton cars in 1932 was 4 tons. 
The highest point reached was in 1929 when it was only 5 
tons. This in the era of prosperity at its height. For this 
infinitesimal amount of freight hauled we are paying for 
the hauling of the extra deadweight of carrying capacity. 
We are paying high freight rates built on the cost of trans
porting that extra capacity. If we stop building cars so 
much above the needed capacity, it may relieve us of some 
of the truck competition. 

They have not only done that, but we have invited acci
dents, and that is where the public enters. Congress has 
paid no attention whatsoever to it. There are 600 of those 
accidents reported today, which happened in the last few 
years. The Brotherhood of Railroad Trainmen compiled a 
list. The Interstate Commerce Commission reports an ac
cident near Deane, N.J., where a freight train with 150 cars, 
a train so long that they could not see what was happening 
to it because of the vast distance, let down a journal in front 

. of a passenger train on the other track. Twelve employees 
and 47 passengers went in the ditch with that train and were 
injured. This happened June 7, 1932. 

Other wrecks have happened since then which have not 
been reported. Any one of these passenger trains may carry 
your child or wife. The cause of that accident was the fact 
that the train was so long that the members of the train 
crew could not see what was wrong with it. They even get 
trains so long that they do not endeavor to see what is wrong 
with them any more while they are running. They cannot 
get a signal from the rear end of the train to the head end; 
they drop off at one station a telegram asking them to 
please stop the train at the next station if the train does 
not stop itself with an accident before then. They are 
afraid to stop it by an application of the air because with 
more than 70 cars it will tear itself to pieces. 

According to the Interstate Commerce Commission, rail
roads have spent, from 1921 to 1930, $81,630,972 for clearing 
wrecks; $401,490,655.30 for injuries to persons; and in the 
year of 1931-there are no later figures from the Interstate 
Commerce Commission-$2,885,015 for clearing wrecks; and 
$29,314,297 for injuries to persons; and this does not include 
the cost of damaged or replaced equipment. 

The probable cost of equipment is several times the other 
cost. On this expenditure freight rates are based. expendi
tures that are absolutely unnecessary, for the large propor
tion of all these wrecks occur because of the long trains. 
The trains have grown so long that when the Interstate 
Qommerce Commission inspectors go out they carry tele
scopes to see signals from one end to the other; but the 
employees on these same trains have to wigwag with their 
hands and guess at what is going on from one end to the 
other of a mile-and-a-half-long train. And on their guess
work depend human life and property. 

Think of asking a man to ride back of 150 or 200 cars, 
subject to putting the air on the head end of that train so 
forcefully that when it is applied it tears and rends these 
steel cars-this is all-steel equipment-literally tears them 
to pieces. Yet they ask men to ride on the rear end of 
such a train and take the chance. 

Taking the year 1919 as the base of 100, we find that 
while injuries from all causes decreased, injuries to con
ductors due to sudden stop, start, or lurch in long trains 
increased 60 percent and injuries to brakemen from the 
same causes increased 30 percent. This is a tragic com-

mentary on the progress of American railroad develbpment 
and the vaunted safety movement on railroads. 

Over at Pitcairn, Pa., on the Pennsylvania Railroad, a 
train was coming into the yards. Standing on the track 
ahead was another freight train. Both these trains were 
long trains, the one pulling in being made up of 87 cars. 
The flagman on the train that was standing tried to stop 
the approaching train with his flag. The engineer of the 
approaching train did not notice the flagman. The fireman 
called to the engineer to look out for the train ahead. The 
engineer apparently paid no attention. The fireman re
peated the warning for him to look out, to apply the air 
in emergency, or he would hit the train ahead. The engi
neer applied the air in emergency. Back in the eighty
seventh car the conductor was knocked unconscious owing to 
the shock of that application of the air. The conductor 
sustained a cut head and was bleeding profusely. The 
brakeman, who by a miracle had avoided injury, went to the 
conductor's rescue. 

They covered up this accident with the Interstate Com
merce Commission by saying that the trouble was with the 
employees. They discharged the flagman who tried to stop 
the approaching train. They gave a reprimand to the fire
man who told the engineer to stop. They gave a reprimand 
to the engineer. They suspended the other brakeman for 
30 days for going to the aid of the unconscious conductor; 
and they reprimanded the conductor because he did not 
have hold of something when the train stopped to keep 
him from getting hurt. The reprimand was given for viola
tion of safety rule no. 1507, which provides "that at 
all times you shall have a firm hold to prevent injury." 
That is the system the railroads are operating under. They 
penalize a man for going to the aid of an unconscious man 
instead of going back to flag and discharge the man who 
did flag, and then point with pride to a jumble of safety 
rules that cannot possibly work. 

According to the Interstate Commerce Commission, in a 
train made up of 149 cars the shock on the one hundred and 
forty-ninth car when the air is applied is 1,030,000 pounds. 
Yet they ask a man to face a shock like that and reprimand 
him because he did not have hold of something when the 
train made an unexpected stop. 

They are operating 150-car trains on which, when by 
actual tests, after the air was applied, the head end traveled 
407 feet and the rear end 586 feet, or 179 feet farther than 
the head end; and in this test, owing to this stop, 3 cars 
were derailed. These same railroads ask human beings to 
ride the rear end of these trains that buckle, tear, and twist 
steel. 

The American Railway Association, in cooperation with 
the Bureau of Safety, conducted actual tests as to what 
would stop these trains. Their report develops the fact that 
there has not to date been an air brake developed that will 
perform adequately on a train of over 70 cars. Yet we are 
running 200-car trains every day. 

We are building our railroads like the house that Jack 
built, giving them more money to build more cars, to haul 
bigger trains with less freight to increase freight rates to 
pay for the cars to carry less freight to further increase 
freight rates. We cannot keep on with the railroads hauling 
4 tons of freight in cars of 47 tons' capacity, hauling all that 
deadweight and charging it up to the shipper. As long as 
this is continued. railway rates will not get down to the 
point where people can afford to ship by rail. 

Mr. GOSS. Mr. Chairman, will the gentleman yield? 
Mr. GRISWOLD. I yield. 
Mr. GOSS. Undoubtedly the gentleman is familiar with 

the fact that many of these rates are based on the coal rates. 
I am informed by my colleague from Pennsylvania that it 
costs less to make an expedited refrigerated-car movement 
of beef from Chicago to New York than it does to ship an 
open carload of coal there from Pennsylvania. 

Mr. GRISWOLD. I agree with the gentleman about the 
coal rate. 

Mr. GOSS. The coal rates are ridiculous; yet these other 
rates are based upon the high coal rates over all the .country 
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plus the tremendous extravagance of the terminal facilities 
that have been built at the expense of the public. 

-Mr. GRISWOLD. I agree with the gentleman about coal 
rates. He is correct about many other things entering into 
these rates. As I stated, the cost of clearing these wrecks 
enters into the matter. 

Before the emergency :railroad legislation was passed the 
capital-expenditure clause under the Transportation Act of 
1920 entered into the situation, where they were allowed to 
base their freight rates 1lil capital expenditures in order to 
show an earning of 6 percent. The Tailroads bought all 
these big cars which they did not need. They bought engines 
and put them in white lead. We have been reading in the 
papers about the Missouri Pacific Railroad borrowing from 
the Reconstruction· Finance Corporation and buying the 
Kansas City terminal at a cost three times that fixed by the 
Bureau of Valuation, and then defaulting on the payments. 
Under the capital-expenditure clause they bought all these 
things, engines and cars, and never turned a wheel with 
them. This was added on to the freight rates under the 
capital-expenditure clause of the Transportation Act of 1920. 

I am glad the gentleman mentioned the question of termi
nals. We have hea.Td a lot about confiscation of property 
without due process of law. Railroad security holders 
always shout that when they fix rates; but they never say a 
word about confiscating the property of the people that put 
faith in the fact the railroad was .going to stay when it was 
built, the men who built factories along the railroad's right
of-way expecting service and because they cannot get it 
have their factories stand idle, the people that bought homes 
in these towns where the terminals are located and because 
the railroad moves the terminal they lose the value of their 
homes. Something might be said on confiscation of property 
without due process of law on behalf of these people. 

May I bring to the attention of the House the fact that 
we cannot continuously talk .of helping our transportation 
system? We cannot :save it by continuing to pour money 
into the transportation system. 

[Here the gavel felLJ 
Mr. LUDLOW. Mr. Chairman, I yield. the gentleman 3 

additional minutes. 
Mr. GRISWOLD. Mr. Chairman, we cannot cure this 

disease by merely tre.ating the eff.ect. We have to treat the 
cause in some way. We c.an keep -on pouring money into the 
railroads forever; but until we get the freight rates down, 
until we get the railroads back to giving service like they 
used to, we cannot expect them to come out of the hole they 
are in at this time. We have gone ahead telling the people 
that all these things would be passed down to the freight 
rates, but this has never taken _place. The shippers have 
never profited. Freight rates have been the opposite. They 
have continuously mounted. The more the railroads spent 
the higher the rates. In addition to that, you have de
stroyed their service. The bus and truck business profits 
because of the fact that the railroads will not give service, 
and the people go where they can get service. 

The railroads cannot give service as long as they drag 
trains 2 miles long. It cannot be done. We are in a time 
when we need rapid transportation. You can get rapid 
transportation. You can save human life. You can give 
some protection to these .employees riding the rear of the 
trains and the head ends of them. You can save the ex
pense of clearing all the wrecks if you reduce the size and 
length of these trains until we develop some system of air
brake power that is adequate to handle trains of the length 
they are handling today. They are handling trains three 
times as long as the Bureau of Safety says can be band.led 
safely with the present equipment. 

Mr. GOSS. What about the automatic train stops which 
the Interstate Commerce Commission is supposed to have 
been ordering on .these railroads? 

Mr. GRISWOLD. The trouble with the automatic train 
stop is that when you put the automatic train stop up, and 
the 












































































































































































































